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ANNUAL REPORT for 2009/2010 FINANCIAL YEAR 


FOREWORD 

Executive Mayor 
Cllr. MJ Ropotsa 

This is our Forth Annual Report prepared in effort to demonstrate our commitment to basic 
principles of accountability, openness and transparency. Much to this is the willingness to 
strive towards the execution of our Constitutional mandate as provided for in Section 152 of 
the Constitution of the Republic of South Africa Act No. 108 Of 1996. We hove prepared this 
report taking into consideration the prescripts of Municipal Finance Management Act 
(MFMA), No 58 of 2003 hoping to clearly demonstrate both to the Community and all our 
Stakeholders the extent to which our actual performance can be compared to that of the 
previous years. 

This report is one of the most important documents tabled for the municipality. It is looking- 
backward on actual performance of the 2009/2010 Financial Year, mainly on the progress 
made towards the implementation of our Integrated Development Planning (IDP), Budget 
and the Service delivery and Budget Implementation Plan (SDBIP). 

The report is tabled prior the Local government elections that due to be held between 2 
March and 2 June 201 1 . Elections are important occasions - when we, as o country, reaffirm 
our commitment to democratic and accountable government by choosing representatives 
of the people who will guide the work of local government for the next five year. 

The successes contained in this report pave way during this time of transition for all role- 
players to ensure that this municipality continue to perform its functions efficiently and 
effectively. It is particularly important to ensure that arrangements for the review of IDPs and 
preparation for budgets continue smoothly. 

We can proudly soy that much progress has been mode in carrying out our responsibility as 
government. In executing our mandate we always remembered the promises we mode. We 
soy this, because we have managed to drastically improve the lives of our people. 

We were able to continue in improving on the levels of public participation in the Integrated 
Development Planning processes. Most of our stakeholders, amongst others, CBO’s, NGO’s, 
political parties, government departments, youth structures, and traditional houses, 
Nkangolo District Municipality, SAPS, Department of Agriculture, Rural Development and 
Land Administration, Department of Fluman Settlement, Department of Health, Department 
of Education and others took port in what seemed to be robust and dynomique 
engagements, which culminated into the adoption of our third revision of the IDP. 

Owing everything to the implementation of the IDP projects, let us just mention but a few key 
examples of our successes in making sure that lives of our communities are being developed: 

The successful completion of the water treatment plant. Connection of all boreholes 
to the plant is currently taking place and will be completed by February 201 1 . 

The replacement of asbestos water pipes on the 2nd phases. 


The Launch of the business advisory centre in Botleng extensions hall 

The Facilitation of the establishment of SEPHAKU cement grinding facility that will 
create employment. 
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Provision of six months experiential training to learners in business administration 
learnership programme. 


This is adequate that we have continued putting undivided attention in building our 
infrastructure, creating job opportunities, developing skills, creating and giving support to 
entrepreneurs. 

Yet we cannot down play the fact that we still have some serious challenges which include, 
amongst others, the non-payment of services by the community as a result of slow recovery 
from the Economic downturn. 


Having said that it is incumbent on me as the Executive Mayor to make a call to all residents 
and stakeholders to join hands and ensure that we are able to reduce poverty, tackle 
unemployment, provide better quality services to our communities, grow the economy, build 
more houses for the needy, provide assistance for our learners in their attempts to pursue 
education and training and much more. That we strive to live up to our noble conviction that 
“Working together, we can do more”. 

We believe that the next and remaining months of our mandate will be of intensification of 
our efforts in implementing the projects identified in our IDP and use our budgeting 
accurately. We have to fight more aggressively to realize our set vision which reads: “A 

cohesive, caring and prosperous community, within which a decent iite is attainabie within 
the parameters ot sustainabie deveiopment”. 


THANK YOU 
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Foreword by the Acting Municipal Manager 
Mr. SJ WEBER 


The 2009/10 financial year has finally come to an end giving us an opportunity to count all 
successes and shortfalls we had, whilst allowing us to commence 2010/11 with zeal and 
vigour. We started the financial year under review, with Mr. SP Ngubeni at the helm of 
administration not knowing that we will soon have to deal with his unfortunate resignation on 
1 December 2009. To ensure continuity in administration. Council swiftly executed the 
appointment of the acting municipal manager with effect from 2 December 2009. 

Since then, our work and intervention has always been guided by the five key performance 
areas (KPA’s) of local government. Details of the work we do is reserved for Annual 
Performance Report, we compile in terms of section 46 of the Systems Act. Ours here will be 
the significant highlights. 

Basic Service Deiivery 

Witnessing the completion of the Water Treatment Plant and the commencement of the 
process of connecting to rand water has brought true hope that water challenges will soon 
be a thing of the post in Delmas. 

We witnessed great improvement in responding to service delivery related issues, especially 
by Technical Services directorate. Directorates identified areas requiring necessary 
intervention, especially in line with the Council’s priorities, objectives and indicators 
contained in the IDP. 

Local Economic Development 

Collaboration with various business development agencies, both private and government 
improved during this financial year. This promoted a culture of entrepreneurship, whilst 
providing networking opportunities for businesses. Strategic moves of forging engagement 
platforms with the private sector were mode. SWorth mentioning is the miners forum, which 
provides o much required platform to discuss issue of common interest aimed at the 
development of economy. 

Institutional Development and Transtormation 

Training and skills development programmes continued to receive undivided attention. 
Personnel were sent to various courses, with the understanding that their added knowledge 
will assist in improving productivity, transforming service delivery and acquire new skills. This 
was done within our strategic objectives to improve skills of employees in their respective 
positions to improve services. 

Financial Viability and Management 

We have once again managed to ensure o sound financial base and resources to sustain 
municipal services on a level that is acceptable to the residents of the municipality. We 
introduced and maintained the following financial policies: 

Indigent Policy 
Credit Control Policy 
Investment Policy 
Tariff Policy 

Assets Management Policy 
Supply Chain Management Policy 
Travel and Subsistence Policy 
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Preliminary Audit Reports show that once again, the financial affairs of the Victor Khonye 
Local Municipality ore still in good hands. Clearly an unqualified Audit Report is inevitable. As 
always there shall be some room for improvement. We have, in that regard we have closely 
monitored the Supply Chain Unit system, reporting and processes to be more in line with the 
MFMA and SCM regulations. Emphasis was placed on compliance with sensitivity to speedily 
service delivery. 

Our challenge remains the dwindling payment rote by the consumers of our services. 

Good Governance and Public Participation 

Good governance is increasingly token to mean the creation of spaces for citizen 
participation. 

Conventional wisdom says that “good government'' should be “of the people and for the 
people”. This has been the case during our planning. We ensured that community views 
direct and inform oil our planning. Measuring instruments have been the participation of the 
public in community meetings and municipal activities that has improved drastically. The 
municipality has in the recent municipal meetings, activities and events registered an 
overwhelming number of attendance. 


Thank you once again for the confidence shown, and we look forward to co-operation and 
trust by yourselves as the key stakeholders in our business. 

THANK YOU 
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OVERVIEW OF THE MUNICIPALITY 


Victor Khanye Local Municipality is a category B municipality situated within the Nkangala 
District Municipality in the Mpumalanga Province. The below figure shows the locality of 
Victor Khanye Local Municipality. It is located in the Western Highveld of the Nkangala 
District Municipality. Victor Khanye occupies a strategic geographic position within the 
Nkangala District municipality and covers approximately 1,570 km2 in extent. It comprises of 
eight (8) municipal wards. 

The Ekurhuleni Metropolitan Municipality, in the Gauteng Province, borders the Victor Khanye 
Local Municipality to the west. It is bordered to the north by the Kungwini Local Municipality, 
to the south by the Govan Mbeki and Lesedi Local Municipalities as depicted in Figure 1 . 

The Victor Khanye Local Municipality is strategically located in the provincial context, as it is 
located between Johannesburg in Gauteng and Nelspruit in Mpumalanga Province. It is also 
located close to the economically thriving metropolitan municipalities in Gauteng namely, 
Ekurhuleni and Tshwane. Furthermore, it is located lOKM from the N12 Flighway, which joins 
the N4 Maputo corridor, the main link between Gauteng Province, Mpumalanga Province 
and Mozambique. 


Figure 1: Delmas Locality Map 



According to the 2001 Census, the total papulation of Victor Khanye Local Municipality is 
approximately 56 207 persons, which amounts to 5.5% of the total Nkangala District 
Municipality population (1020 589) and 1.8% of the Mpumalanga province population 
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(3 122 988 persons). Table 1 shows the population composition of the municipality. Of the 
population of 56 207 persons, 27 665 are male (49.2%) and 28 542 are female (50.8%). 

However, the recent updates by the Department of Water affairs and Forestry indicate that 
the population is 61 625 with 0.58 annual population growth percentage. 

For planning purposes, the Victor Khanye Local Municipality is working on the population 
figure of 61 625 at a growth rate of 9.5%. 


GEOGRAPHIC LAYOUT 


The area is approximately 1 , 570 km^ in extent. The area is mostly plain with a few rocky 
outcrops and meandering rivers. The average elevation is 1520 to 1640 metres above sea 
level. Settlements in the area are sparsely distributed with residential densities increasing 
away from the town centre. Urban settlements are found mostly in Eloff, Sundra, Delmas and 
Botleng. Rural settlements include Brakfontein, Argent, Arbor, Dryden and Waaikraal. 
Agricultural settlements in form of smallholdings are also found in Eloff, Sundra (Droogefontein 
and Reitkol), Strydpan and Delmas (Leeupoort). Dryden is also a railway settlement with 
industrial development such as BME and AFGRI. 

The Delmas area falls within the Limpopo/Olifants catchments, however a small region 
towards the South forms part of the Orange /Vaal catchment. There are various rivers and 
watercourses traversing the area. The most important rivers include the Bronkhosrtspruit River, 
the Wilge River and the Koffiespruit. There are numerous wetlands and environmentally 
sensitive areas associated with these rivers. The ground water levels rise above ground level 
forming natural ponds. 

Farming is the most dominant economic activity in Victor Khanye Local Municipality, 
occupying approximately 60% of the total physical area. However, in terms of output and 
proportional contribution to the local economy, the largest sector is trade, followed by 
agriculture and mining sectors. 

The area is defined by the major roads and railway linkages, which form major elements in its 
spatial structure. These elements in the transport network are: 


N12 connecting Delmas with towns in Gauteng e.g. Johannesburg and towns in 
Mpumalanga such as Ogies, Witbank and Nelspruit. 

R555 which connects Delmas with Springs and Witbank 
■a^ R50 which connects Delmas with Pretoria 
■a- R42 which connects Delmas and Bronkhorstpruit 


The Victor Khanye Local Municipality is therefore linked to other economic centres within the 
country and the continent at large. 


DEMOGRAPHIC ANALYSIS 


Population and number of households 

According to the 2001 Census, there were 56 207 people and 13 391 households in Victor 
Khanye Local municipality. The average household is 4.2 persons per household, which is 
slightly lower than that of the Mpumalanga province, which is 4.3 persons per household. 
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Table A shows the concentration of people in Delmas per word 

Table A; Population by Ward 


Source: Census 2001 
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The following table shows the categorisation of the population per race per word. What is 
apparent is that generally there are more blacks than oil other races combined and ward 6 
is composed of more people, then followed by ward 5. The main justification is that the most 
people are found in urban words. Word 6 combines both urban and farm villages. 

Table B: 



□ African 

□ Coloured 

□ Indian 
■ White 

□ 


Table C: Population by Race, by Ward 


Ethnic Group 

Total 

Ward 1 

Ward 2 

Ward 3 

Ward 4 

Ward 5 

Ward 6 

Ward 7 

Ward 8 

African 

49643 

6379 

4696 

3612 

6051 

8626 

6979 

10839 

2461 

Coloured 

258 

20 

6 

30 

18 

28 

70 

52 

34 

Indian 

102 

4 

0 

18 

3 

0 

37 

30 

10 

White 

6203 

0 

0 

142 

0 

9 

321 1 

538 

2303 

Total 

56207 

6405 

4702 

3802 

6073 

8663 

10296 

11458 

4808 


Source: Census 2001 


The dominant language in Delmas is IsiNdebele, which is spoken by 57.3% of the population, 
followed by isiZulu spoken 33% of population and Afrikaans (2%). A variety of languages are 
spoken in Delmas None Urban. 

According to the 2001 census, the mole population contributes 49% and the female 
population 51% of the total population. The total number of people who are married is 13323 
(23.7%), whilst 7.2% of male and female live like married couples. 
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In terms of age and gender, the Delmas has a relatively young population, with 54% of the 
population between the ages of 0 and 24 years. This is relatively lower compared to 58.9% in 
Mpumalanga Province. The percentage of pensioners in Delmas is 4.8% as compared to 4.4% 
in Mpumalanga province and 4% in Gauteng. 

Housing 

The Victor Khanye Local municipality is facing numerous challenges in housing delivery to its 
citizens. This is witnessed by the high number of shack structures as main and second dwelling 
units as well as the development of squatter or informal settlements at the periphery of the 
predominantly Black urban areas. This state of affair is caused mainly by the natural 
population growth in most households resulting in the demand for more dwelling units and 
the influx of people in large numbers to these settlements from the surrounding farms. 
Provision of housing is the core function of the national and provincial departments of 
Housing and the municipality is playing the facilitating role. Although the national and 
provincial departments of housing put a lot of effort to provide housing and eradicate the 
squatter settlements in this Municipality the backlog is still high. 

Formal Housing 

The majority of the population (58.7%) reside in a house or brick structure on a separate stand 
or yard, followed by 29% in informal dwellings and 8.7% in traditional structures. Although this 
information is from the official source, this figure is highly disputed as almost in every 
household within the predominantly Black communities is characterised by a backyard 
shack. 

Informal Housing 

On the other hand, the number of informal dwelling/shacks in the informal or squatter 
settlements changed slightly from 24.5% to 25%. This reflects that the informal/squatter 
settlements are growing instead of decreasing and in terms of the Delmas 2008 Spatial 
Development Framework the highest number of informal dwellings/shacks are concentrated 
in Botleng with approximately 3 438 shacks. Due to the massive housing development 
currently taking place in Botleng Extension 5 this number has dropped to about 1 862. 
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Figure 2: Housing Scenario 



Source : Delmas LM SDF 2007/2008 

Home ownership is one of the important factors in estabiishing a stabie community, it 
enhances sociai and economic stabiiity and draws monetary power into the region, 
especiaiiy by tenure upgrading and the formaiisation of informai settiements. According to 
the 2001 census, 42.9% of the popuiation owned fuiiy paid houses, 32.3% occupied rent free 
homes and 8.5% own houses which are not yet paid off. 


Table D: Dwelling Types by Ward 


Households 

Total 

Ward 1 

Ward 2 

Ward 3 

Ward 4 

Ward 5 

Ward 6 

Ward 7 

Ward 8 

Formal 

8304 

789 

666 

312 

273 

1 662 

2 178 

1 224 

1200 

Informal 

3885 

576 

525 

276 

1 326 

537 

324 

243 

78 

Traditional 

1161 

3 

6 

153 

6 

186 

153 

603 

51 

other 

39 

3 

3 

0 

12 

6 

6 

6 

3 

Total 

13 389 

1371 

1 200 

741 

1 617 

2391 

2 661 

2 076 

1332 


Source: DeimasSDF 
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1 .2. EXECUTIVE SUMMARY 


VISION 


“a cohesive, caring and prosperous community, within which a decent iife is attainabie 
within the parameters of sustainabie deveiopment”. 

MISSION 


“A home to cuituraiiy diverse community, promoting iocai economic deveiopment, as weii 
as creating a conducive environment by providing municipai services and embracing 
mining, commerciai farming and agro-processing economic activities”. 

MUNICIPAL CORE VALUES 


Consultation - This is a reguiatory process by which the pubiic's input is sought on matters 
affecting them, its main goai is on improving efficiency, transparency and pubiic 
invoivement in iarge-scaie projects, iaws and poiicies. 

Accountability - The agencies invoived in the management and impiementation of 
projects shouid be proceduraiiy and periodicaiiy be answerabie to peopie. 

Transparency - The decision - maker shouid keep records of decision- making process 
and demonstrate how pubiic input is being used. 

Process equity - The process shouid be baianced, fair to the pubiic to negotiate their 
concerns, inciuding the rights of the disfranchised and disabied peopie. 

Outcome equity - The outcome of the finai product shouid be baianced and not biased 
towards a particuiar viewpoint or gender etc. 

Excellence- The stand we take, aiiows for performance that surpasses what was 
previousiy possibie, performance that defies oid iimits and maps new territory 
Access to intormation - The Constitution gives every person the right of access to 
information, heid by a pubiic or private body for the exercise or protection of any right. 

ACCESS TO FREE BASIC SERVICES 

The municipaiity fuifii the promise of giving access to the under-priviieged or indigent 
househoids through the assistance of the indigent Poiicy. indigent’s consumers get access to 
basic services (in terms of the Poiicy) such as “rates, refuse, sewerage, and 6ki of water and 
50kw of eiectricity depending on their indigent status. However, free 6ki of water and 50kw of 
eiectricity are extended aii consumers. 
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CHARPTER 





Performance 
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PERFORMANCE HIGHLIGHTS 


INTEGRATED DEVELOPMENT PLANNING (IDP) 


PROCESS OVERVIEW 

The process was spearheaded by the Executive Mayor and the Mayoral Committee who 
embarked on intensive processes of internal and external consultation. First it was the 
adoption by the Council of the Process Plan which spells clearly all the important milestones 
of the process to be followed. This document was made available for public scrutiny and 
formed the basis for open community discussions. 

The process as envisaged in the Process Plan commenced with the continued compilation of 
a summary of projects and tasks assigned to various departments and/or individuals for 
follow up. The implementation agenda, amongst others, firstly, dealt with matters of 
shortcomings of the IDP process and liaison and consultation on issues such as: 

Powers, duties, functions; 

Funding; and 
Technical needs. 


Secondly it also dealt with the implementation of sectoral strategic plans and capital 
projects, comprising of: 

a* Internally funded capital projects 
a^ Externally funded capital projects 

Thirdly it dealt with general developmental matters and feedback into IDP process. During 
this process the supplementary information required for the revision of the IDP was identified 
and actions taken to collect the necessary information. This included meetings and 
negotiations with the Nkangala District Municipality and Provincial Departments in order to 
align District, Provincially and/or nationally funded projects as contemplated in the 
IDP. During this process the situation regarding the appointment and conducting of sectoral 
strategic plans as listed in the IDP was also monitored 

Analysis 

The revision and confirmation of priority issues as listed in the current IDP, based on the 
activities conducted during July up to September 2008 and the findings and outcomes of 
certain actions, the technical committee was a position to revise and elaborate and confirm 
the issues from the current IDP. The process took extensive community participation and was 
completed by the end of September 2008. 

Strategies 

This phase commenced during October 2008 and comprised the revision and confirmation 
of strategies associated with each of the priority issues identified. As previously, stakeholders 
like national, provincial departments and parastatals will be involved with the strategy phase 
of the IDP. 
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Projects and Integration 

This phase commenced in November 2008, and the projects emanating from the priority 
issues and the strategies were revised and confirmed with the necessary odditionoi project 
information. 


Table E: IDP TIME 
Frames 


Adoption 

By December 2009 
municipoi draft iDP 
documents had 
been compieted 
and the finoi 
2009/10 iDP review 
was adopted os 
per Councii 

Resoiution, 
S05/03/2009.Pubiic 
participation is o 
fundomentai 
aspect of the iDP 
process and o 


Phase 0: PREPARING FOR 



Figure 1: IDP review and budgeting process 



pubiic participation program was conducted both in terms of monitoring of impiementotion 
of the iDP os weii as revision of the iDP process. 


Table F: Public participation ward meetings 


Dates 

Wards 

Time 

14/01/2009 

Wards 01 

17:00 

16/11/2008 

Wards 02 

16:00 

22/01/2009 

Wards 05 

17:00 

15/11/2008 

Wards 04 

09:00 

09/08/2008 

Ward 07 

17:00 

22/11/2008 

Ward 06 

08:30 

20/02/2009 

Ward 03 

17:00 

22/02/2009 

Ward 08 

17:00 
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One of the main features of the integrated development plan process undertaken by Victor 
Khanye Local Municipality is to ensure that all stakeholders should be involved in IDP review 
process. Public participation of affected and interested parties ensure that IDP address 
that the real issues that are experienced by the citizens of a municipality; through the 
engagements with different ward councillors, community development and ward 
committee members. 


LOCAL ECONOMIC DEVELOPMENT (LED) 


This is a core section of the municipality entrusted with the task of initiating strategic 
interventions in a bit to promote investment, support SMME’s and develop Local Economic 
Development strategies and plans. 

The office has managed to successfully implement the following projects starting from 
July 2009 until June 2010: 

Facilitated the establishment of a Business Advisory Centre in partnership with SEDA. 

Successfully negotiated sponsorship for a youth managed Hydroponics project 

Established Delmas craft forum 

Facilitated the establishment of SEPHAKU CEMENT 

Instant Hot Meals by NEHAWU holdings 


YOUTH DEVELOPMENT 


The youth development office is strategic in providing mechanisms to deal with the 
youth development issues. These programmes include the development of the youth 
development policy and strategy as well as to integrate issues of youth development 
into the mainstream of social development. 

Since July 2009 until June 2010 the office has successfully executed the following activities: 

• Providing experiential training for learners doing business administration leornership 
programme. 

• Held Youth Imbizo’s (Ext3, Sinethembo, Vukuzenzele & Delpork) 

• Hosted schools sport tournament at Sports Centre in conjunction with Love Life. 

• Hosted the drug awareness programmes at Phophamani High School. 

• Facilitate the admission of 3 young people at Mkhondo Alatio Rehabilitation Centre. 

• Facilitated the re-establishment of the Local Drug Action Committee. 

• Facilitated the hosting of career guidance, which was postponed to mid-February 
201 1 due to the public service strikes. 

• Facilitate the allocation of office at Sundra library for Masincedone Youth Centre. 

• Hosted the Inter-Provincial Debate Festival at Swartkiip Combine School. 
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COMMUNICATION & PUBLIC PARTICIPATION 


The mandate of COMMUNICATION & PUBLIC PARTICIPATION is to provide the municipality 
with o comprehensive communication and marketing strategy that facilitates effective 
participation of all officials and members of the community in good governance, economic 
development and notion-building through sound communication interventions, stakeholders 
engagement and marketing strategies. 

Looking bock into the lost financial year. Communication & Public Participation has since 
improved drastically, to mention but o few the following was implemented: 

• Executed municipal website updates; 

• Published and distributed four (04) quarterly newsletters; 

• Printed and distributed desktop calendars; 

• Printed prospectors aimed at attracting investors within the vicinity of Victor Khonye 
local municipality; 

• Managed to handle all media enquiries with effectiveness and attention deserved; 

• Appointed a service provider to design, draft and compile a Communication 
Strategy - 2008; 

• Issued weekly press releases; 

• Continued to provide support to Task Team, established to tost track the a process of 
establishing a community radio station; 

• Registered the new municipal website and emails domain; 

• Introduced the SMS bundle system; 

• Flighted the seasonal mayoral message on the billboard; 

• Organised and Managed all municipal events; 

• Organised and managed the 2010 FIFA World Cup Public viewing 

• Secured sponsors for various municipal activities including the 2010FIFA World Cup 
Fan Park; 

• Exhibited at various municipal events 


The following meetings were held in the 2009/2010 financial year to strengthen consultation 
and public participation. 


• Ward Committees Forum : 02 

• I DP Forums : 04 

• Budget Imbizo : 03 

• Local AIDS Council : 04 

• Mayoral Izimbizo : 03 

• Ward Councillors meetings : 34 

• Youth Imbizo : 03 


Attendance registers and minutes of these meetings are kept with the communications 
and public participation offices. 

In an effort of encouraging and strengthening Public Participation the municipality renewed 
the contracts of ward committee members for twelve months. The total amount of the 
stipend is RIOOO, 00 broken down os follows: 
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Communication 

Transport 

Out of pocket expenditure 


R 500 ’00 
R 300 ’00 
R 200 ’00 


TRANSVERSAL AFFAIRS 


The function of this unit is to advocate for the interest of the aged, women, disabled and 
children. Its strategic objectives include ensuring that all women are treated equally with 
their male counterparts and promote a society that takes care of the needs of the 
vulnerable and destitute. 

These are the projects that the office implemented during the financial year under 
review: 


• Organised the children’s rally 

• Organised and distributed groceries for Orphans 

• Organised and distributed blankets for the Elderly 

• Commenced preparations for the Women Summit 

INTERNAL AUDIT 


The role of the section is to assess/ evaluate whether the systems of internal control in respect 
of key business process and related risks are adequate and whether such systems of internal 
control are operating effectively, economically and efficiently. 

The section’s core function includes but not limited to establishing and communicating goals 
and values, assisting management in identifying, evaluating and assessing risks as well as safe 
guarding of assets. 

The internal audit function operates in terms of an approved internal audit plan which 
emanates from risk assessment conducted by the provincial risk management unit. 

The internal audit function substantially fulfilled its responsibilities for the year, as set out in 
section 1 65(2) of the MFMA. 


Table G: Summarised audit plan 


AUDIT PROJECT 

AUDIT DAYS 

Project 1 : asset management 

160 

Project 2: Overtime management 

120 

Project 3: Supply chain Management 

160 

Project 4: Revenue enhancement 

160 

Project 5: Risk assessment 

56 

Ad hoc assignments 

10 

Audit of performance information (4 quarters) 

160 

Preparation for audit committee meetings packs 

72 

Audit committee meetings 

16 

Follow-up of on auditor general report 

120 

Quality assurance review (Self assessment) 

32 

Compile audit plan 

152 

Follow-up on Internal audit activities 

40 

Total number of audit days 

1376 
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Figure 4 


■ Project 1: asset management 



■ Project 2: Overtime 
management 

■ Project 3: Supply chain 
Management 

■ Project 4: Revenue 
enhancement 

■ Project 5: Risk assessment 


■ Ad hoc assignments 


■ Audit of performance 
information (4 quarters) 

■ Preparation for audit committee 
meetings packs 

■ Audit committee meetings 


■ Follow-up of on auditor general 
report 

■ Quality assurance review (Self 
assessment) 

■ Compile audit plan 
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The section has successfully carried out the following audits during the financial year under review: 


Tab 


le H: Audits during the financial year 


Audits Conducted 

Deliverables 

Status 

Hours 

Challenges faced 

Budgeted 

Actual 

Risk assessment process. 

Risk assessment report and 
register. 

Complete 

5 

5 

Risk assessment report returned by 

the Audit Committee since the 

Municipal Manager did not 
participate at the workshop. 

Review and approval of the 
Internal audit plan 

Annual Internal audit plan and 
three year rolling Internal audit 
plan 

Complete 



Approval of the plan was delayed due 
to the risk assessment report being 
returned by Audit Committee. 

Review and update internal 

audit charter 

Internal Audit Charter. 

Complete 

20 

20 

None. 

Internal Audit reviews 

Asset Management 

Internal Audit Report 

Completed and final 
audit report issued 

160 

160 

None 

Audit of Performance 

Information 

Internal Audit Report 

Completed and report 

issued 

72 

72 

Internal Audit was requested to 
improve on the report and re-submit 

it. 

Overtime Management 

Internal Audit Report 

Completed and final 
audit report issued. 

120 

180 

Time constraint and under staff 


20 I Page Annual Report: 2009/2010 Financial Year 




Audits Conducted 

Deliverables 

Status 

Hours 

Challenges faced 

Audit of Performance 

Information 

Internal Audit Report 

Not-Completed 

72 

72 

Insufficient information submitted. 

Ad-hoc request for handling 

of cash in license section. 

Internal Audit Report 

Completed and final 
audit report issued 

48 

48 

None 

Audit of Supply Chain 
Management 

Internal Audit Report 

Completed and final 
audit report issued 

152 

240 

The audit could not be completed in 

time due to SAMWU strike. 

Revenue Enhancement 

Internal Audit Report 

Not-Completed 



Time constraints 

Follow-up on Auditor 

General Management letter 

Internal Audit Report 

Completed and 
management responded 
by drafting/developing 
an action plan. 

120 

120 

None 

Reporting 

Attendance of the Audit 

Committee meeting. 

Attendance register 

All meetings attended 

32 

40 

None. 

Reporting to the Audit 

Committee. 

Written progress report. 

This is the 2nd progress 
report submitted to the 

Audit Committee for the 



None 
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Audits Conducted 

Deliverables 

Status 

Hours 

Challenges faced 



2009/10 financial year. 




Continuing Professional Development 

Attendance of Municipal 
Finance Management 

program 

Written modules 

Completed 

48 

48 

None 


AUDIT COMMITTEE 


The municipality use the shared services of Nkangala District Municipality Audit Committee. This committee is duly mandated by the Charter/ 
Terms of reference to fulfil its oversight responsibilities for the financial reporting process, the system of internal control, the audit process, and 
the municipality’s process for monitoring compliance with lows and regulations and the code of conduct. 

Table I: Role of audit committee: 


RELATING TO THE MANAGEMENT 

RELATING TO THE INTERNAL AUDIT 
FUNCTION 

RELATING TO THE EXTERNAL AUDIT 

-The Audit Committee should assist the 
management of the municipality in 
carrying out its responsibilities in-terms of 
the Municipal Finance Management Act 
and the Treasury regulations. 

- Advise the management staff on 
matters relating to: 

(i) internal financial control and 

internal audits. 

- Review with the CAE the strategic and 

operational plans, budget, staffing and 
organisational structure. Ensure that the 
plan addresses the high risks areas and 
that adequate resources are available. 

■ Approval of the Internal Audit Charter. 

■ Consultation in regards to the 

appointment or removal of the CAE. 

- Review of audits results and action plans 

■ Ensure that there are no restrictions or 
limitations placed on the auditors. 

■ Review of audit results, quality and 
contents of the financial information and 
action plans of management. 

■ Review the plan and scope of the external 
audit with regards to the critical risk areas 
and the sufficiency of audit coverage and 
procedures. 
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(ii) Risk management 

(iii) Accounting policies 

(iv) The adequacy, reliability and 
accuracy of financial reporting 
and information. 

(v) Performance management 

(vi) Effective governance 

of management. 

- Ensure direct access by the CAE to the 

A/C and the chairperson of the A/C 
and Accounting officer. 

- Review the effectiveness of the lA, 

including compliance to the ISPPIA. 

■ On a regular basis, meet separately with 
the CAE to discuss any matters that the 
committee or internal audit believes 
should be discussed privately. 

■ Consider significant disagreements 
between external auditors and 
management. 

■ Consider material unsolved accounting 
and auditing problems. 

■ Ensure direct access by the external 
auditors to the A/C and its chairperson. 

■ On a regular basis, meet separately with 
the external auditors to discuss any matters 
that the A/C and A/G believe should be 
discussed privately. 

RELATING TO THE INTERNAL CONTROL 

RELATING TO THE ANNUAL FINANCIAL 
STATEMENTS 

RELATING TO COMPLIANCE 

■ Consider the effectiveness of the 
municipality’s system of internal control 

■ Understand the scope of internal and 
external auditor’s review of internal 
control over financial reporting, obtain 
report on significant findings and 
recommendations together with 
management’s comments 

- Evaluate whether management is setting 
appropriate “control culture’’ by 
communicating the importance of 
internal control, risk management and 
ensuring that all employees understand 
their role and responsibilities 

- Review the annual financial statements 

to provide the council of the 
municipality with an authoritative 
and credible view of the financial 
position of the municipality. 

- Evaluate the audited financial 

statements. 

- Review management’s comments on 

the audited financial statements. 

■ Review the effectiveness of the systems for 
monitoring compliance with lows and 
regulations and the results for 
management’s investigation and follow-up 
of any instances of non-compliance 

■ Review the findings of any examinations by 
regulatory agencies and any auditor 
observations, and ; 

■ Obtain regular updates from management 
and company legal counsel regarding 
compliance matters 

■ Be satisfied that all regulatory and 
compliance mattes have been considered 
in the preparation of the financial 
statements. 

■ Review the organisation’s assurance 
programs 

■ Review the impact of new proposed 
legislation or governmental regulations. 

RELATING TO CORPORATE GOVERNACE 

RELATING TO PERFORMANCE 
MANAGEMENT 

RELATING TO RISK MANAGEMENT 
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- Ensure that the code of conduct of the 
municipality is in writing and that it is 
communicated to oil employees and 
councillors 

-Evaluate management’s communication 
of importance of the code of conduct 
and the guidelines for acceptable and 
ethical behaviour and that a fraud and 
corruption management strategy is 
developed and implemented 
-Review the process for monitoring 
compliance with the code of conduct 
-Monitor whether municipalities’ values 
ore preserved by oil. 


Review the quarterly report submitted to 
it by the internal audit activity 
Review the council’s PMS and moke 
recommendations in this regard to 
council 

Assess whether the KPI’s ore sufficient 
At least twice during o financial year 
submit a report to council. 


Setting strategic direction with regard to the 
establishment of Risk Management strategy 
Evaluate whether management sets the 
importance of risk management to ensure 
that all employees and councillors have an 
understanding of the roles and 
responsibilities with regard to RM 
Monitor whether the risk management 
systems are effective and integrated with 
I DP objectives 


Status quo 

• The Municipality had an audit committee in operation throughout the financial year. The committee consist of four (4) members who 
were appointed through o council resolution. The following are the members of the audit committee: 


•4 Ms G N Sibeko (Chairperson) 

■4 Ms S S Skhosana (Audit Committee member) 

■4 Ms M Yende (Audit Committee member) 

•4 Mr F C Gondwe (Audit Committee member) 

The audit committee operates in accordance with approved written terms of reference. 

The internal audit committee substantially fulfilled its responsibilities for the year, os set out in section 1 66(2) of the MFMA. 


Resolutions emanated from the Audit Committee Meetings: 

• Internal Audit Unit must be given o separate budget. 

• The meeting between management and the Audit committee to see progress on issues which were reported by the internal audit. 

• Progress should be given by management on reports that ore older than four months. 

• All documents submitted to the audit committee must be signed by the municipal manager. 
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ROAD SAFETY 


The Victor Khanye Local Municipality as well as the Mpumalanga Provincial Government 
deploys traffic officers in the Municipality for traffic law enforcement. The Municipality 
acts on an agent basis on behalf of the Mpumalanga Provincial Government on the 
testing of learners and drivers licenses as well as vehicle licenses. At present there is a 
crisis at the licensing section with insufficient office space as well as cashiers to serve the 
public. This causes long queues to form and clients become upset for waiting a long time 
to be served. The public are also not happy with the fact that the licensing office and 
the license testing center are separated and far apart, it causes unnecessary traveling 
for them. The Municipal Council is not involved in public transport apart from providing 
parking facilities and taxi ranks for private transport operators. 

The approximate 25 000 registered vehicles in the Municipality create challenges in terms 
of licensing of these vehicles and the drivers of those vehicles. 

1559 offenders were summoned to the value of R 1 860 000 for traffic offenses, however 
the total actual income was R 325 400.00 

A total of 27 vehicles were tested at the vehicle testing center. The testing center is not 
used to its full capacity as there are private testing centers within the Municipal area 
where people are taking their vehicles for registrations. 

Driver’s license testing center 

Table J 


LEARNERS AND DRIVERS LICENSE 

SUMMARY 

NUMBER 

LEARNERS LICENSES ISSUED 

1494 

DRIVERS LICENSES ISSUED 

3509 

DRIVERS LICENSES WITH PDP ISSUED 

666 



VEHICLE REGISTRATIONS 

29721 

TEMPORARY PERMITS 

564 

TOTAL NUMBER 

35954 


The accident reports handled by the Accident report office for the Municipal area were 
five hundred and seventy one (571 ). 

In order to provide a better service the following functions were performed; 

1 . A new Pro-laser speed checking machine was purchased for law enforcement. 

2. A new road marking machine was acquired in order to expedite the painting of 
road traffic markings. 

3. The driver’s license section’s offices were upgraded in order to address the 
community’s complaints with regards to distances between sections. The system 
from Province is awaited. 

4. The registration and license offices were also upgraded and a new cubicle was 
opened to assist the public. 
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FIRE BRIGADE 


Victor Khanye Local Municipality is frequently affected by some hazards such as fire, 
vehicle accidents, technological and environmental threats, natural phenomena, 
service disruption and crime. Victor Khanye Local Municipality has a Disaster 
Management Plan that is to be reviewed and upgraded in 201 1 . 

Disaster Management incorporates the Fire Services as its primary response section as 
they are the first responders to incidents where life and property are under threat. The 
service is currently experiencing serious staff shortages as well as shortages of vehicles 
and equipment to perform their functions efficiently. Risk assessments were performed 
and assistance requests were forwarded to the District Municipality as well as to the 
Mpumalanga Provincial Government. Risks identified are as follows; 

• Severe thunder storms with storm water-related localized flooding of dwellings 
and strong winds. 

• Outbreak of diarrhea and its related illnesses such as typhoid. 

• Outbreak of fires 

• Vehicle collisions 

Thunderstorms occur frequently during summer season. Storms usually only lasts up to an 
hour, but varies in severity. Outbreaks are also associated with the start of the rainy 
seasons. Vehicle collisions are also a constant risk, especially with the increase in road 
transport usages of both goods and passengers and the factor of the deterioration of the 
roads. 

The following statistics are presented for incidents as serviced by the Fire Brigade during 
the 2009/2010 financial year; 

Table K 


Total amount of calls received 

617 

Total amount of vehicle collisions attended 

191 

Total amount of entrapped patients rescued from vehicles 

35 

Estimated annual Rand value loss towards vehicle collisions(Estimated 
costs were taken) 

R 17 321 000 

Total number of patients involved in vehicle collisions 

582 

Total number of critically injured 

77 

Total number of fatalities 

35 

Total time spent on vehicle collisions 

420 ;31 


Total amount of fires responded to; 

Table L 


Grass fires 

165 

Building fires (dwellings. Commercial and industrial) 

38 

Vehicle fires 

17 

Miscellaneous fires (those not categorized) 

18 

Total estimated financial loss due to fires 

R 8 204 050 

Average loss cost per incident 

R 68 192.66 
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Total time used for fire fighting 

312:51 

Total time spent on non-essential and special services 

360:55 


A change in the weather patterns is causing an increase in localized flooding. This 
occurred a few times during December 2009 to February 2010. It was determined that 
the development of the infrastructure was done wrong, causing the storm water to 
gather in the streets and then overflow into the dwellings that are lower than street level. 
Another factor identified was maintenance issues of the existing storm water system. 

The Fire brigade has received o 10 000 liter fire tanker from Nkangala District Municipality 
and it was delivered in January 2010. 

ENVIRONMENTAL HEALTH AND WASTE MANAGEMENT 

The development of new settlements puts pressure on the present resources, in such a 
way that the present landfill site in Botleng Ext. 4 is at its capacity. The present households 
serviced within Victor Khanye Local Municipality are 13905. 

The building of o transfer station at Eloff has been put on hold os no proper site could be 
identified. 

All pension pay points in the Municipal area were regularly visited to check compliance 
of food handling by hawkers and sole of illegal items. 


Table M 


Inspections of food premises, hawkers 

120 

Number of water samples token for compliance testing 

201 

Number of sewerage samples token for compliance testing 

43 

Number of milk samples taken for compliance testing 

27 

Number of inspections done at sewer purification plants 

48 

Number of areas treated for pest control 

547 

Number of mass container removals performed 

1477 

Number of illegal dumping spots removed 

143 

Number of notices issued for overgrown stands 

131 

Number of cleaning campaigns conducted 

4 


The following events took place during 2009/2010: 

1 . The process of developing o transfer station in Eloff (Erf 637) was started by 
Qhokaza Consultants in 2006. The erf was rezoned and Qhokazo applied for a 
license for the transfer station from DEDET. The Department has decided against 
the authorization and refused the application in January 2010. Their decision was 
based, amongst others, on the necessity and desirability of the proposed activity. 

2. A new 21 Cubic meter Refuse truck was purchased in April 2010. 

3. Recycling of waste forms on integral port of the NEMA Waste Management Act 
of 2008. A Buy-back centre was built by Buyisa-e-Bog and handed over to the 
Municipality in February 2010. 

4. An Integrated Waste Management Plan was developed (Funded by the NDM) 
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5. The construction plan for the 2"^ phase of the landfill site was developed by 
Envitech. 

6. A rebuilt Caterpillar was purchased to assist with removal of illegal dumps. 

7. The Municipality participates in a CMRA Benchmark Project. Six billboards with 
HIV/AIDS messages were erected through town in April 2010. 

8. The Waste Management by-laws were submitted to the ad hoc committees. 

LIBRARIES 

In the Municipality there are three public libraries; one in Delmas, one in Botleng Ext. 3, 
and one in Sundra. These public libraries are the competency of the Mpumalanga 
Provincial Government and are managed by the Municipality on an agent basis. The 
public libraries have 1 1421 registered members. The circulation of books was counted at 
44943 books for the 2009/2010 financial year. 

The Library’s biggest challenge is a shortage of new books and reference materials. A 
new multi-media reference section is being established. The Mpumalanga Provincial 
Government already acquired the computers and only the Internet connection is 
needed. 

The initial planned renovation of Botleng Ext. 3 library was changed to a new library. 
(Dept, of Culture, Sports and Recreation) 

ROADS AND STORM WATER 

Roads infrastructure in Delmas area was originally designed for low volume traffic. The 
traffic volume has increased due to growth within the industrial and farming sectors. 
Sundra, Eloff Leeupoort, Rietkol, Botleng and Delpark have inadequate storm water 
drainage systems. As a result houses are flooded during raining seasons. The estimated 
km of Municipal roads around Delmas is 245km and 170km (excluding 50 National Roads) 
respectively. 

Eighty five percent (85%) of roads within the municipal vicinity are dilapidated as a result 
of increased traffic volume, especially heavy motor vehicles. There is a backlog in terms 
of maintenance of gravel roads as a result of old equipment and shortage of staff. The 
following areas are still having roads that were never tarred before: 

• Botleng Proper, Botleng Ext. 1 , 2, 3, 4 and 5 35km 

• Sundra and Eloff 65km 

• Delpark 11 km 

• Delmas 5km 

Roads around Delmas need to be upgraded including newly developed areas. There is 
a challenged in terms of access to the following schools in Botleng Extension 3 and 4: 
Sizuzile Primary School, Phaphamani and MM Motloung Secondary Schools. Farm 
schools have been taken over by the Department of Education and as a result, access 
roads that were previously maintained by farm owners are totally neglected. 

1. Tarring and Rebuilding of Roads 

The two projects mentioned below were funded by Nkangala District Municipality. 
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In Delmas 


Re-building of Roads 

Samuel Road 

In Botleng 

Roads and Storm Water: 

Botleng Extension 5 

R42 to Botleng Cemetery 

Grader 

❖ The two projects mentioned above were funded by Nkongolo District Municipality. 
2. Maintenance 

The following maintenance was done: 

❖ Storm water catch pits and out cleared on a continuous basis 

❖ Concrete slobs and pavers replaced on o continuous basis 

❖ Normal grading of streets and roods done on a continuous basis 


PARKS AND RECREATION 
1. Delpark 

Sports contributed to the building of unity amongst community members irrespective of 
their race. Despite, the extension of sporting facilities in May, communities still reflects the 
segregation effects of the post. Young people ore not able to engage in sporting 
activities largely due to lack of these facilities, especially in town. The situation is worse 
amongst the farming communities where sporting equipment and facilities is not 
available, mainly because of land ownership which is mainly in the hands of white 
farmers. The predominant sport activities ore: 

• Soccer 

• Rugby 

• Netball 

• Basket Boll 

• Tennis 

Schools in the township hove no adequate sporting facilities which can be accessed by 
learners. The VKLM has upgraded o number of township soccer fields and has allowed 
community members and schools to utilize them. These fields hove oil the necessary 
services such os ablution blocks, water and electricity. 

Capital Projects 

• Upgrading of soccer field in Delpark 

• Upgrading of the Sports Centre 

• Soccer field (s) - Eloff 

• Soccer field - Botleng Extension 4 

The Victor Khonye Local Municipality has created a number of porks during the greening 
project in 2008. These facilities ore used by community for picnic, brooi and playing 
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ground for children in oil our units. It must be mentioned though that children have 
organized themselves into musical groups, e.g. musical groups that could be further 
developed and be recorded for economic purpose, so as to alleviated poverty amongst 
the youth. 

Normal maintenance of the following sports fields was done as well as cutting of grass on 
side-walks and parks: 

• Simon Gondwe Arts and Culture Centre 

• Delmas Rugby Field 
. Coif Club / Field 

• Botleng and Delpark 

• Arbor 

• Waaikraal 

• Schools sports field 


CEMETERIES 

Victor Khanye Local Municipality has 3 cemeteries located in Delmas, Botleng and 
Sundra. Approximately 800 burials take place in all the 3 cemeteries per annum. There is 
no crematorium in the municipality. 

The following work was done at Council’s cemeteries: 

♦♦♦ Cleaning and cutting of grass on a continuous basis. 


1. Cemeteries - General 


Table M 


Cemetery 

2005/2006 

2006/2007 

2007/2008 

2008/2009 

Delmas 

Burials 

48 

38 

58 

39 

Value (R) 

40 180 

38 300 

21 325 

35 6000 

Delmas X14 

Burials 

684 

732 

830 

854 

Value (R) 

1 77 630 

202 730 

1 1 2 540 

98 420 

Sundra 

Burials 

29 

22 

28 

24 

Value (R) 

19 060 

15 525 

17980 

23 150 


D. SEWERAGE PURIFICATION 


The capacity of the Delmas Sewer plant is 5ml and the Botleng 4ml; the two plants 
received almost 7-8ml and 5-6ml respectively per day. Thus, both plants are overloaded. 
In terms of Section 21 of the National Water Act (Act 36 of 1998), waste water treatment 
works discharging effluent into a stream or river must comply to certain standards. 
Overloaded waste water treatment plants rarely comply with these standards and 
further result in improper sludge handling, smell nuisance and substantial increase in 
maintenance costs. The overload is mainly caused by new residential and industrial 
development. 

Most rural communities are using pit latrines which contaminate ground water. 
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A sewer line pipeline at Kgomo Street in Botleng became inadequate with the 
development of Delpark Extension 4. This sewer pipe line cannot handle the load 
especially on rainy days. This results in blockages and overflow of manholes. The foil of 
the pipe is also no longer sufficient. 

The resident of Sundra, Eloff, Rietkol, Leeupoort and Modder East Orchard ore still making 
use of septic tanks and pit latrine. These areas ore also making use of ground water for 
household purposes. The existing sanitation infrastructure is at risk of contaminating the 
ground water. 


1.1 Delmai 


Table N 



2005/2006 

2006/2007 

2007/2008 

2008/2009 

Samples 

91 

67 



Purification (ml) 

2153 

2190 



Vacuum tank services 

1323 

1113 

2232 

609 

Value of Services (R) 

1 72 855 

185 876.48 

263 624.93 

299 483.70 

Blockages 


201 

109 220.10 

284 

94 499.80 


1.2 Botleng 


Table O 



2006/2007 

2007/2008 

2008/2009 

Samples 

67 



Purification (ml) 

2007,5 




2. Sewer Pump Station 

Normal maintenance was done. 

2.1 New Projects 

❖ Water Tanker 

❖ Upgrading of Botleng Waste Water Treatment Plant 

❖ Biological toilets - Brokfontein 

❖ Biological toilets - Mawag 


E. WATER 

Water supply in Delmas, Botleng, Delpark and other Extensions is supplied curried out by 
means of boreholes. With the new development in Botleng Extension 5, Delmas Extension 
17 and other residential developments and the expansion of McCain Foods, the 
demand for water exceeds the supply. The demand for water will be 18MI per day and 
the boreholes are delivering currently only 16MI per day. Rand Water supplied to Eloff is 
used to augment the water supply to Delmas, which affect certain areas negatively e.g. 
Eloff Agricultural Holdings. Higher positioned areas experience water shortages when the 
level in the reservoirs reaches certain low levels e.g. Botleng Extension 4, Leeupoort 
Agricultural holdings, Eloff Agricultural Holdings, Delmas West and Delmas Extension 2. 
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Ground water contains high levels of Iron and Manganese which are oxidized by 
chlorine dosing. This results in brown coloured water. Two package plants installed at 
Botleng and Delmas reservoir reduce Iron and Manganese in the water. However, the 
old asbestos water pipes release the sediment layers formed in the pipes prior to the 
installation of the package plant. Furthermore, the A borehole field is bacteriologically 
contaminated. 

The old asbestos water pipes cause high frequently of pipe breakages which contributes 
negatively to the water shortage and water quality. 

The rural communities around Delmas receive their water supply from boreholes. 
However the communities are scattered all over the Municipal area e.g. Hawerklip 
situated approximately 21km South East from Delmas and Groenfontein situated 34km 
North East from Delmas. These communities receive water by means of a water tanker. 
The majority of the communities live on privately owned lands and the relevant owner 
responsible to provide services to people not working on the farm. Some of these rural 
boreholes are biologically contaminated, not maintained or functional. 

1. Water Consumption 


1. 1 Delmas / Botleng 
Table P 



2005/2006 

2006/2007 

2007/2008 

2008/2009 

2009/2010 

Quantity pumped (kl) 

1081 668 

1552 360 

5743 084 

7005 864 

6936 138 

Consumption (kl) 

889 397 

1220 001 

4518 522 


3964 185 

Loss (-) surplus (+) 

-192 271 

332 359 

1 224 562 



Loss / Surplus % 

-17,7% 

-21,4% 

21,3% 



Eloff / Sundra 







2. New Projects 

❖ Water Tanker (NDM) 

❖ Replacement of asbestos pipes (NDM) 

❖ Provision of water: Rural areas (NDM) 

❖ Bulk lines to the proposed boreholes (Department of Corporate Governance and 
Traditional Affairs) 

❖ Connection to the Reservoirs and Pumping Station (Department of Corporate 
Governance and Traditional Affairs 

The following areas were supplied with water through a water tanker: 

❖ Dryden 

❖ Brakfontein 

❖ Witkiipbank 

❖ Argent 

❖ Savanna 

❖ Groenfontein 

❖ Delmas Colliery 

❖ Olifantsfontein 
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F. BUILDING CONTROL 


Building plans submitted for approval: 

Table Q 



2005/2006 

2006/2007 

2007/2008 

2008/2009 

Plans submitted 

226 

225 

143 


Value (R) 

53 376 572 

18 157 741 

71 310 300 


Approval fee 

90312 

180 574 

98 606.03 



G. ELECTRICITY 

Approximately 65% of the households in Victor Khonye Municipal area use electricity for 
lighting. The remaining 35% includes residents of the rural areas and informal settlements 
or farm dwellers. 

The electricity network within Victor Khanye Local Municipality is ageing and has 
become inefficient. The main electricity substation is under severe pressure and needs to 
be upgraded since the electricity demand is increasing due to the following: 

• New industrial developments 

• Industrial expansions e.g. McCain Foods 

• New residential development e.g. Botleng Ext.5, Delmas Ext. 17 and Westridge Estates 

• Installation of two high mast lights: Botleng Extension 5 (NDM) 

• Electrification of 400 Houses - Botleng Extension 5 (VKLM) 

• The infrastructure within the area supplied by Eskom (Eloff, Sundra and Botleng 
Extension 3) needs to be upgraded to ensure that communities receive uninterrupted 
services 

H. HOUSING 

The delivery of housing units in the Victor Khanye Local Municipality is the function of the 
Mpumalanga Provincial Department of Housing. Delmas has the following prominent 
areas: 

• Botleng and its extension: predominantly a residential area for people in the lower 
income levels. This is where the housing demand is the highest as reflected by the 
concentration of squatter settlements on the periphery of the settlement os well os 
the development of backyard shock dwellings. 

• Delmas and its extensions: including business and industrial area, and residential area 
for people in the middle and higher income levels. 

• Delpark and its extensions: predominantly a residential area for people in the lower 
income levels. 

• Eloff: predominantly an agricultural area. 

• Sundra: predominantly on agricultural holdings. 
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In terms of Nkangala District Municipality’s 2006/07 - 2010 IDP, between 1995 and 2008 a 
total of 2 850 housing units have been allocated to Delmas Local Municipality of which 
930 units have been completed in Botleng Extension 5. 

Following is the total number of houses built in Botleng Extension 5 by Contractors: 


Table R 

Total number of houses built 930 

Motheo 300 

Mavhutane 400 

Ed max 230 

Number of outstanding houses 70 

Motheo 0 

Mavhutane 0 

Edmax 70 


Following is the total number of residents relocated from Mandela to Botleng Extension 5: 

Total number of residents relocated to Mandela 854 

Following is the total number of PttP houses completed: 


Table S 


Number of houses allocated 100 

Mfelandawonye “Mofokeng" built 50 

Number of outstanding house 23 

Mfelandawonye 0 

Fed-Up 23 
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Table T 

BACKLOGS ON SERVICE DELIVERY 
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REFUSE REMOVAL BACKLOGS 


Backlog to be eliminated (No. Of 
Households not receiving Minimum 
Standard of Service) 








889 

12419 

Backlog to be eliminated (% 
Households identitied as backlog/ 
Total Households in the Municipality) 








100 

88.81% 

Spending on New Infrastructure to 
Eliminate Backlogs (Rand ‘000) 


0 

1 12 


1000 

974 


1500 

205 

Total Spending on Renewal ot Existing 
Infrastructure to Eliminate Backlogs 
(Rand ‘000) 










Total Spending on Infrastructure to 
Eliminate Backlogs (Rand ‘000) 


0 

1 12 


1000 

974 


1500 

205 

Total Spending on Maintenance to 
Ensure No New Backlogs Created 
(Rand ‘000) 


735 

614 


1042 

811 


1519 

1293 


ELECTRICITY BACKLOGS (30KWH 

P/MONTH) 

Backlog to be eliminated (No. Of 
Households not receiving Minimum 
Standard of Sen/ice) 





1485 

4702 

4292 


1050 

Backlog to be eliminated (% 
Households identitied as backlog/ 
Total Households in the Municipality) 





14% 

35% 

32% 

27% 


Spending on New Infrastructure to 
Eliminate Backlogs (Rand ‘000) 


1910 

0 


1000 

1196 

276 

2608 

174 

Total Spending on Renewal ot Existing 
Infrastructure to Eliminate Backlogs 
(Rand ‘000) 






1440 

276 



Total Spending on Infrastructure to 
Eliminate Backlogs (Rand ‘000) 


1910 

0 


1000 

1196 

276 

2608 

174 

Total Spending on Maintenance to 
Ensure No New Backlogs Created 
(Rand ‘000) 


535 

458 


956 

1059 


1 187 

973 
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ROAD BACKLOGS (SKL P/MONTH) 


Backlog to be eliminated (No. Of 
Households not receiving Minimum 
Standard of Service) 





141 


145 


140 

Backlog to be eliminated (% 
Households identified as backlog/ 

Total Households in the Municipality) 



57% 



57% 



57% 

Spending on New Infrastructure to 
Eliminate Backlogs (Rand ‘000) 


9500 

2503 


3400 

2406 


11364 

1639 

Total Spending on Renewal of Existing 
Infrastructure to Eliminate Backlogs 
(Rand ‘000) 


0 

0 


0 

0 


3500 


Total Spending on Infrastructure to 
Eliminate Backlogs (Rand ‘000) 


9500 

2503 


3400 

2406 


11364 

1639 

Total Spending on Maintenance to 
Ensure No New Backlogs Created 
(Rand ‘000) 


738 

429 


918 

670 


985 

1207 
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CHARPTER 





ORGANISATIONAL 
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POLITICAL OFFICIALS 


The Victor Khanye Local Municipality is a category B Municipality. It has a collective 
executive system combined with a ward participatory system in terms of the Local 
Government Municipal Structures Act, 117 of 1998. There are 15 councillors. Eight (8) of 
the fifteen (15) councillors are directly elected from the eight (8) municipal wards and 
the seven (7) councillors are proportionally elected and therefore represent the major 
political parties. 


The 8 ward councillors are as follows: 
Table U 


Ward 

Name of the Counciiior 

1 

Cllr LI Zwane 

2 

Cllr NB Mokoena 

3 

Cllr EM Masilela 

4 

Cllr KV Buda 

5 

Cllr NB Xaba 

6 

Cllr Al Sepenyane 

7 

Cllr ZJM Zulu 

8 

Cllr JFR Neuhoff 


The 7 proportionally elected Councillors are as follows: 
Table V 


Counciiiors 

Poiiticai Party 

Cllr MJ Rapatsa 

African National Congress 

CllrC Zungu 

African National Congress 

Cllr E N Komane 

African National Congress 

Cllr D Bath 

Democratic Alliance 

Cllr VE Mhlope 

Democratic Alliance 

Cllr CM Venter 

Freedom Front Plus 


The Mayoral Committee 
Table W 


1 Name 

Position 1 

Cllr MJ Rapatsa 

Mayor 

Cllr NB Mokoena 

Mayoral committee 

Cllr MS Ndlovu 

Mayoral committee 


The following portfolio committees assist the Mayor and Mayoral Committee: 

Cllr M.J Rapatsa: Administration, Finance and Economic Development 
Cllr NB Mokoena: Health and Social Services and Development 
Cllr MS Ndlovu: Planning, infrastructure. Transport and Safety 
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VICTOR KHANYE LOCOL MUNICIPAL COUNCILLORS 



Councillor: Jack Rapatsa | Executive Mayor 


Councillor: Zandile Zungu | Speaker 



Councillor: Sonnyboy Ndlovu | MMC: Planning, infrastructure, Transport and Safety 


Councillor: Betty Mokoena | MMC: Health and Social Services and Development 

I V^ard 2 


Councillor: Linda Zwane 
I Ward 1 


Councillor: Vusi Buda 
I Ward 4 




Councillor: Elias Masilela 
I Ward 3 


Councillor: Nogqibelo Xaba 
I Ward 5 
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Councillor: Slash Sepenyane 
I Ward 6 



Councillor: Zonke Zulu 
I Ward 7 


Councillor: Jannie Neuhoff 
I Ward 8 


Councillor: Vusimuzi Mhloph 
I Proportionally Elected 
Democratic Alliance 


Councillor: Chris Venter 
I Proportionally Elected 
Freedom Front Plus 


Councillor: Diane Bath 
I Proportionally Elected 
Democratic Alliance 


Councillor: Esther Komane 
I Proportionally Elected 
African National Congress 
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ESTABLISHMENT OF MUNICIPAL PUBLIC ACCOUNTS COMMIHEE 


Council resolved os per Council resolution number A 19/07/2010 to establish the 
Municipal Public Accounts Committee at an Ordinary Council meeting held on 26 July 
2010. The Municipal Public Accounts Committee (MPAC) was established in terms of 
section 79 of the Municipal Structures Act. The following Councillors comprise the 
committee: 

CIr. Linda Zwane : Chairperson of the committee 

CIr. Zonke Zulu 

CIr. Nomgqibelo Xaba 

CIr. Johannes Neuhoff 

CIr. Vusi Buda 

CIr. Christopher Venter 

CIr. Elias Masilela 

CIr. Diane Bath 

MPAC will have the authority related to the handling of municipal finances. It will also 
have unrestricted access through the accounting officer to information relating to all 
personnel, books of accounts, records, assets and liabilities of Council. It will instruct 
management and other employees to be present at a given meeting to hear and 
answer for themselves and for possible interview and input regarding items on the 
agenda. 

Terms of reference of the MPAC will be derived in terms of section 53 of the Municipal 
Systems Act. Powers will be delegated in terms of section 59 of the Municipal System Act 
and the standing rules of order of Council will be adjusted accordingly. 
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ADMINISTRATIVE OFFICIALS 


During the financial year under review the Victor Khanye Local Municipality adopted a 
new Organisational Structure constituted of the following directorates i.e. office of the 
Executive Mayor, office of the Municipal Manager, Director Corporate Services, Director 
of Community, Director of Technical Services and Director of Budget and Treasury. Victor 
Khanye Local Municipality has a staff compliment of 315. The institution has tried to fill all 
budgeted positions. 


The Municipal Manager is the head of administration. The administration is divided into 
directorates os follows: 



Mr Steven P Ngubeni | Municipal Manager 
(later resigned in December 2009) 


Ms Solani G Ngobeni | Director: Corporate Service 


Mr Steven Weber I Chief Financial Officer 


MrObed Mahlabe I Director: Technical Services 


MrThembi Mdluli | Director: Community Services 
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BREAKDOWN OF STAFF PER FUNCTION 


Table 1 



DEPARTMENT 


TOTAL POST 

FILLED 


VACANT 


Political Office 

1 

08 

06 

02 


Municipal Managers Office 


17 

09 


08 


Corporate Services 

1 

32 

22 


10 



! 






Finance 

1 

52 

43 

09 


Water 


32 

16 


U 


Sanitation 

1 

49 

42 


07 



j 






Electricity 

1 

20 

17 

03 


Parks, Cemeteries & Building Control 


51 

34 

17 


Roads & Maintenance 

1 

30 

19 


11 


Social Services & Library 

1 

19 

13 

06 


Environmental Health 


79 

57 


22 


Public Safety 

1 

55 

30 


25 



! 






TOTALS 


444 

310 

134 


The following tables reflect the brake down of vacancies per departments. The tables 
reflect the total number of posts filled, post vacant and vacant (not-budgeted for) 


Table 2:Directorate: Finance 


Department 

Post filled 

Post vacant 

Vacant(non-budget) 

Management 

1 

0 

0 

Secretary 

1 

0 

0 

Expenses section 

6 

0 

0 

Buying Store section 

1 

1 

1 

Procurement 

6 

2 

2 

Income section 

27 

6 

6 

System administration 

1 

0 

0 

Total 

43 

9 

9 
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Table 3: Directorate: Technical Services 


Department 

Post filled 

Post vacant 

Vacant(non-budget) 

Management 

1 

0 

0 

Secretary & Admin Assistant 

1 

1 

1 

Spatial planning 

1 

3 

3 

Water 

20 

13 

11 

Sewer 

44 

6 

6 

Housing 

1 

2 

2 

Parks, cemeteries 

32 

9 

8 

Roads 

18 

8 

8 

Project Management 

1 

3 

3 

Cleaner 

1 

0 

0 

Electricity 

17 

3 

2 

Total 

137 

48 

44 


Table 4: Directorate: Community Services 


Department 

Post filled 

Post vacant 

Vacant(non-budget 

Environmental affairs 

57 

22 

22 

Public satety 

30 

25 

25 

Libraries 

6 

2 

2 

Licences 

1 

1 

0 

Management 

1 

0 

0 

Secretary 

1 

0 

0 

Halls 

3 

3 

3 

Total 

99 

62 

56 


Table 5: Directorate: Corporate services 


Department 

Post filled 

Post vacant 

Vacant(non-budget 

Management 

1 

0 

0 

Archives 

2 

1 

1 

Legal Services 

1 

1 

1 

Human resources 

5 

1 

1 

Estate and property 

10 

2 

2 

Secretariat 

3 

2 

2 

IT/IS 

0 

3 

3 

Total 

22 

10 

10 
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Table 6:Municipal Managers office 


Department 

Post filled 

Post vacant 

Vacant(non-budget 

Management 

1 

1 

0 

Secretary 

1 

0 

0 

Internal audit 

3 

1 

1 

Youth development 

1 

2 

1 

LED 

1 

0 

0 

Communication 

1 

1 

1 

Transversal 

1 

1 

1 

Driver/Messenger 

0 

1 

1 

Data Capturer 

0 

1 

1 

Total 

9 

8 

6 


TABLE 7: Political Office 


Department 

Post filled 

Post vacant 

Vacant(non-budget 

Management 

1 

0 

0 

Secretary 

2 

0 

0 

Public Participation 

1 

2 

2 

Driver 

1 

0 

0 

Cleaner 

1 

0 

0 

Total 

6 

2 

2 
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FILLING OF VACANT POSTS 

During the period under review the following posts were identified os vacant and 
needed to be filled in order to improve the levels of service delivery: 


Table 8:Vacancies 


Number 

Position 

Post Level 

1. 

Municipal Manager 

12-10 

2. 

Clerical assistant 

12-10 

3. 

Clerical Assistant Senior 

8 

4. 

Cashier 

10-9 

5. 

Handyman 

15 

6. 

Labourer 

15 

7. 

Labourer 

16 

8. 

Labourer 

16 

9. 

Electrician 

3 

10. 

Electrician 

6 

11 . 

Special Worker 

6 

12 . 

Labourer 

15 

13. 

Clerk 

6-5 

14. 

Driver Grade 3 

14 

15. 

Driver: Mass Container 

14 

16. 

Refuse Remover 

13 

17. 

Refuse Remover 

15 

18. 

Refuse Remover 

15 

19. 

Refuse Remover 

15 

20. 

Refuse Remover 

15 

21. 

Refuse Remover 

15 

22. 

Refuse Remover 

15 

23. 

Refuse Remover 

15 


By the end of the financial year the following positions were filled. 

Table 9: 


Number 

Position 

Post Level 

1. 

Clerical Assistant 

12 

2. 

Electrician 

6 

3. 

Director Corporate Services 

CTI 

4. 

Deputy Manager: Legal Services 

CTI 

5. 

Assistant Meter Reader 

16 

6. 

Manager : MM Office 

2 

7. 

Cashier (Licenses) 

10-9 

8. 

Assistant Building Inspector 

8 

9. 

Financial Management Intern 


10. 

Einancial Management Intern 2 Positions 

CTI 

11. 

Assistant Manager: Internal Audit 

3 

12. 

Cleaner (Tech.) 

16 

13. 

Labourer (Sewer) 

16 

14. 

Youth Development Coordinator 

4 

15. 

Labourer (Electricity) 

16 

16. 

Labourer (Electricity) 

0 

17. 

Public Participation (General Asst) 

16 

18. 

OHS Officer 

5 

19. 

Caretaker (Herfsiand) 


20. 

Senior Clerk (Debt Collection) 

5 

21. 

Cashier (Licenses) 3 Positions 

10-9 

22. 

Special Worker GR2 

13 

23. 

Driver/Personal Security (Mayor) 


24. 

Labourer 

16 
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EMPLOYEE WELLNESS 


The municipality has taken the necessary precautions to ensure that employees ore 
given and receive the necessary wellness support as and when that is needed. This is 
done by creating on enabling and favourable condition for the pension and medical 
aid funds including continuous assessment of future risks liabilities: 

Medical Schemes 

There are five medical aid schemes that are accredited by the South African Local 
Government Bargaining Council that ore operational within the Municipality namely: 

• Bonitas 

• Key Health 

• SAMWUMED 

• Hosmed 

• LA Health Discovery 

Pension Funds 

The following pension funds have active membership wifhin fhe municipalify 

• SAMWU Notional Provident Fund 

• Municipal Gratuity Fund 

• Municipal Councillors Pension Fund 

• SALA Pension Fund 

• National Fund For Municipal Workers (both 2% and main fund) 

• Joint Municipal Pension Fund 

• Municipal Employees Pension Fund 


Trends on fhe fofal personnel expendifure 

The list below reflects the Human Resource actual expenditure during the past five 
financial years. 

Table 10 


Expenditure 

2009/10 

2008/9 

2007/8 

2006/7 

2005/6 

2004/5 

Budget 

46 614 822 

R38 657 612 

R35 593 656 

R30 778 628 

R26 234 500 

R 23 562 1 46 

Actual 

47 114 847 

R38 758 430 

R32 103 252 

R28 976 970 

R25 473 069 

R 22 788 599 
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3.3. EMPLOYEE QUALIFICATIONS PROFILE: SKILL OR LEVEL OF QUALIFICATIONS AHAINED 
BY STAFF 

Table 1 1 


Skills or levels of education attained by staff 

(e.g. professionals, artisans and unskilled) 

Professionals 

10 

Technicians and Associate Professionals 

10 

Clerks 

57 

Service and Sales Workers 

26 

Craft and Related Trade 

05 

Plant and Machine Operators & Assemblers 

24 

Unskilled Labour 

151 


Kindly take note that the training of staff is based on the Workplace Skills Plan that is 
submitted to the Local Government Sector Education and Training Authority (LGSETA) 
each year. We conduct a Skill Gab Analysis and Skills Audit to determine which of the 
staff members need urgent attention for training. 

When appointing artisans e.g. Electricians it is a pre-requisite that the incumbent must be 
in possession of a trade test certificate. 

The Workplace Skills Plan for 2008/9 has been adopted and the implementation report 
for 2008/9 has been submitted to LGWSETA os required by Skills Development Act. 

Grants totalling R157 035.40 were received from SETA during the period under the review. 


Tabje 12: Number of beneficjaries .tfained during the period under review: 



Course 

Provider 

Skills Area 

No: 

ATTENDED 


CPMD 

WITS 

Project Management 

9 


ELMDP 

Tukkies 

Project Management 

3 


JMDP 

Tukkies 

Social Community 

3 


MMDP 

Tukkies 

Social Community 

2 


MFMA 

Tukkies 

Project Management 

1 


Masters in Public Admin 

WITS 

Project Management 

1 


Traffic Diploma 

Tshwane 

Metro 

Social Economic 

2 


Event Management 

Damelin 

Planning 

2 


Admin and computer 

LIMCO 

Administration 

10 


B. Tech Cost Accounting 

UNISA 

Economic Development 

1 


Supply Chain Management 

UNISA 

Economic Development 

1 


Archives and Records 

Art & 

Culture 

Specialist Technical 

3 


Basic Operation Training 

Moedi 

Specialised Skills 

8 


National Certificate in : 

Municipal Governance 

UJ 


2 


All these skills obtained will enhance the functionality of the municipality. 
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AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE MPUMALANGA 
LEGISLATURE AND THE COUNCIL ON THE VICTOR KHANYE LOCAL 
MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

I have audited the accompanying financial statements of the Victor Khanye Local 
Municipality, which comprise the statement of financial position as at 30 June 2010, and 
the statement of financial performance, statement of changes in net assets and cash 
flow statement for the year then ended, and a summary of significant accounting policies 
and other explanatory information, as set out on pages ... to .... 

Accounting officer’s responsibility for the financial statements 

The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and in the manner required 
by the Local Government: Municipal Finance Management Act of South Africa, 2003 
(Act No. 56 of 2003) (MFMA). This responsibility includes: designing, implementing and 
maintaining internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error; 
selecting and applying appropriate accounting policies; and making accounting 
estimates that are reasonable in the circumstances. 

Auditor-General’s responsibility 

As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 
1996) and section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) 
(PAA), my responsibility is to express an opinion on these financial statements based on 
my audit. 

I conducted my audit in accordance with International Standards on Auditing and 
General Notice 1570 of 2009 issued in Government Gazette 32758 of 27 November 
2009. Those standards require that I comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance about whether the financial statements 
are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 
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Opinion 


In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Victor Khanye Local Municipality for the year ended 30 June 
2010, and its financial performance and its cash flows for the year then ended, in 
accordance with SA Standards of GRAP and in the manner required by the MFMA. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

As required by the PAA and in terms of General Notice 1570 of 2009 issued in 
Government Gazette 32758 of 27 November 2009, I include below my findings on the 
report on predetermined objectives, compliance with the MFMA, and financial 
management (internal control). 

Predetermined objectives 

There were no material findings on the report on predetermined objectives, as set out on 
pages ... to.... 

Compliance with laws and regulations 

There were no material findings concerning non-compliance with the key laws and 
regulations listed above. 

INTERNAL CONTROL 

I considered internal control relevant to my audit of the financial statements and the 
report on predetermined objectives and compliance with the MFMA, but not for the 
purpose of expressing an opinion on the effectiveness of internal control. The matters 
reported below are limited to the deficiencies identified during the audit. 

There were no material findings to report with regard to the aforementioned. 


Mbombela 


30 November 2010 



AUDITOR-GENERAL 
SOUTH AFRICA 

Auditing to build public confidence 
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GENERAL INFORMATION 


MEMBERS OF THE MAYORAL COMMITTEE 


Councillor MJ Rapatsa 
Councillor SS Ndlovu 

Councillor B Mokoena 


Hon. Executive Mayor (Full time) 
Lid/Member (Full time) 
Lid/Member (Full time) 


SPEAKER OF COUNCIL 
Councillor CZ Zungu 


GRADING OF LOCAL AUTHORITY 

Grade 3 


ACTING MUNICIPAL MANAGER 

Mr SJ WEBER 
(B.Com FIMFO) 


CHIEF FINANCIAL OFFICER 

Mr SJ WEBER 
(B.Com FIMFO) 
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APPROVAL AND CERTIFICATION 


I am responsible for the preparation of these annual financial 
statements, which are set out on the attached pages, in terms 
of Section 126(1) of the Municipal Finance Management Act 
and which I have signed on behalf of the Municipality. 


I certify that the salaries, allowances and benefits of 
Councillors as disclosed in these annual financial statements 
are within the upper limits of the framework envisaged in 
Section 219 of the Constitution, read with the Remuneration of 
Public Officer Bearers Act and the Minister of Provincial and 
Local Government’s determination in accordance with this Act. 


Mr SJ WEBER 

ACTING MUNICIPAL MANAGER DATE 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


30-08-2010 
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VICTOR KHANYE LOCAL MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 2010 

REPORT OF THE CHIEF FINANCIAL OFFICER 


1. INTRODUCTION 

These annual financial statements have been prepared in accordance with Generally Recognised Accounting Practice (GRAP), issued 
by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 
2003). The standards and pronouncements that form the GRAP Reporting Framework for the 2009/10 financial period is set out in 
Directive 4 and Directive 5 Issued by the Accounting Standards Board (ASB) on 1 1 March 2009. 


2. KEY FINANCIAL INDICATORS 


The following indicators give some insight into the financial results of the year under review. 

Financial Statement Ratios: 



iNDICATOR 

2010 

2009 

Surplus / (Deficit) before 
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Appropriations 

2,595,225 

15,564,512 

Surplus / (Deficit) at the end of the 



Year 

95,413,368 

94,241,526 

Expenditure Categories as a percentage of Total Expenses: 



Employee Related Costs 

22.87% 

36.56% 

Remuneration of Councillors 

2.12% 

2.37% 

Collection Costs 

0.11% 

0.30% 

Depreciation and Amortisation 

3.37% 

4.05% 

Impairment Losses 

29.04% 

1 1 .40% 

Repairs and Maintenance 

6.13% 

3.53% 

Interest Paid 

1.12% 

2.12% 

Bulk Purchases 

16.62% 

1 9.42% 

Contracted Services 

1 .50% 

2.01% 

Grants and Subsidies Paid 

1 .22% 

1.19% 

General Expenses 

15.89% 

1 7.05% 

Current Ratio: 



Creditors Days 

28 

19 

Debtors Days 

112 

213 


3. OPERATING RESULTS 
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Details of the operating results per segmental classification of expenditure are included in Appendix "B". 


The overall operating results for the year ended 30 June 2010 are as follows: 


DETAILS 

Actual 

2009/2010 

R 

Actual 

2008/2009 

R 

Percentage 

Variance 

% 

Budgeted 

2009/2010 

R 

Variance 

actual/ 

budgeted 

% 

Income: 






Opening surplus / (deficit) 

94,241,527 

78,246,016 

20.44% 

94,241,527 

- 

Appropriations to restate surplus 

(1,423,385) 

(540,634) 




Operating income for the year 

224,555,095 

167,253,836 

34.26% 

174,775,833 

28.48% 

Appropriations for the year 

- 

431,000 

(100.00)% 

- 

- 


317,373,238 

245,390,218 

29.33% 

269,017,360 

1 7.98% 

Expenditure: 






Operating expenditure for the year 

221 ,555,904 

151,478,135 

46.26% 

174,725,345 

26.80% 

Sundry transfers 

403,967 

211,190 

91.28% 

- 

- 

Closing surplus / (deficit) 

95,413,368 

93,700,894 

1 .83% 

94,292,015 

- 
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317,373,238 

245,390,218 

29.33% 

269,017,360 

1 7.98% 








3.1 Rates and General Services: 


Rates and General Services are all types of services rendered by the municipality, excluding those listed below. The main income 
sources are Assessment Rates and Sundry Fees levied. 


DETAILS 

Actual 

2009/2010 

R 

Actual 

2008/2009 

R 

Percentage 

Variance 

% 

Budgeted 

2009/2010 

R 

Variance 

actual/ 

budgeted 

% 

Income 

85,656,016 

76,700,871 

1 1 .68% 

56,533,454 

51.51% 

Expenditure 

91,354,632 

72,142,528 

26.63% 

58,336,296 

56.60% 

Surplus / (Deficit) 

(5,698,616) 

4,558,343 

(225.02)% 

(1,802,842) 

_ 

Surplus / (Deficit) as % of total income 

(6.65)% 

5.94% 


(3.19)% 



3.2 Housing Services: 
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Housing Services are services rendered by the municipaiity to suppiy housing to the community and inciudes the rentai of units owned 
by the municipaiity to pubiic. The main income source is the ievying of Housing Rentais for Maiita and Herfsiand. 


DETAILS 

Actual 

2009/2010 

R 

Actual 

2008/2009 

R 

Percentage 

Variance 

% 

Budgeted 

2009/2010 

R 

Variance 

actual/ 

budgeted 

% 

income 

372,258 

365,698 

1 .79% 

367,808 

1.21% 

Expenditure 

368,173 

294,744 

24.91% 

269,590 

36.57% 

Surpius / (Deficit) 

4,085 

70,954 

(94.24)% 

98,218 

_ 

Surpius / (Deficit) as % of totai income 

1.10% 

19.40% 


26.70% 



3.3 Waste Management Services: 


Waste Management Services are services rendered by the municipaiity for the coiiection, disposai and purifying of waste (refuse and 
sewerage), income is mainiy generated from the ievying of fees and tariffs determined by the councii. 



Actual 

Actual 

Percentage 

Budgeted 

Variance 

actual/ 

DETAILS 

2009/2010 

2008/2009 

Variance 

2009/2010 

budgeted 
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R 

R 

% 

R 

% 

Income 

18,886,824 

15,329,705 

23.20% 

17,349,883 

8.86% 

Expenditure 

30,301,360 

22,598,720 

34.08% 

27,063,282 

1 1 .96% 

Surplus / (Deficit) 

(11,414,536) 

(7,269,015) 

57.03% 

(9,713,399) 

- 

Surplus / (Deficit) as % of total income 

(60.44)% 

(47.42)% 


(55.99)% 



3.4 Electricity Services: 


Electricity is bought in bulk from Eskom and distributed to the consumers by the municipality. The cost of bulk purchases to the 
municipality was R31 ,401 ,054 (2008/2009: R23,985,714). Tariffs levied for electricity are subject to administered adjustments. 


The envisaged introduction of REDS (Regional Electricity Distribution Suppliers), where electricity will be distributed a regional 
supplier, will impact materially on the Annual Financial Statements of the municipality. 


DETAILS 

Actual 

2009/2010 

R 

Actual 

2008/2009 

R 

Percentage 

Variance 

% 

Budgeted 

2009/2010 

R 

Variance 

actual/ 

budgeted 

% 

Income 

55,391,131 

35,522,576 

55.93% 

53,274,704 

3.97% 
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Expenditure 

44,203,654 

31,780,782 

39.09% 

41 ,283,466 

7.07% 

Surplus / (Deficit) 

11,187,477 

3,741,794 

198.99% 

11,991,238 

- 

Surplus / (Deficit) as % of total income 

20.20% 

10.53% 


22.51% 



3.5 Water Services: 


Water is purchased from Rand Water or provided from council owned boreholes from where it is distributed to the consumers. The 
cost of bulk purchases from Rand Water was R5, 387, 035 (2008/2009: R5,428,149). Tariffs levied for water are subject to 
administered adjustments. 


DETAILS 

Actual 

2009/2010 

R 

Actual 

2008/2009 

R 

Percentage 

Variance 

% 

Budgeted 

2009/2010 

R 

Variance 

actual/ 

budgeted 

% 

Income 

64,248,867 

39,334,986 

63.34% 

41,085,885 

56.38% 

Expenditure 

55,328,086 

23,661,360 

133.83% 

30,173,131 

83.37% 

Surplus / (Deficit) 

8,920,781 

15,673,626 

(43.08)% 

10,912,754 

- 
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Surplus / (Deficit) as % of total income 


1 3.88% 


39.85% 


26.56% 


4. FINANCING OF CAPITAL EXPENDITURE 


The expenditure on Property, Plant and Equipment during the year amounted to R 36,959,803 (2008/2009: R 20,275,522). Full details 
of Property, Plant and Equipment are disclosed in Note 6. 


The capital expenditure of R 36,959,803 was financed as follows: 


DETAILS 

Actual 

2009/2010 

R 

Actual 

2008/2009 

R 

Percentage 

Variance 

% 

Budgeted 

2009/2010 

R 

Variance 

actual/ 

budgeted 

% 

External Loans 

Grants, Subsidies and Contributions 

Own Funds (Accumulated Surplus) 

36,487,525 

472,278 

3,250,220 

14,898,023 

2,127,278 

(100.00)% 

144.92% 

(77.80)% 

9.720.000 

34.083.000 

1,459,978 

(100.00)% 

7.05% 

(67.65)% 

36,959,803 

20,275,522 

82.29% 

45,262,978 

(18.34)% 
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Source of funding as a percentage of Total Capital Expenditure: 


DETAILS 

2009/2010 

2008/2009 

External Loans 


1 6.03% 

Grants and Subsidies 

98.72% 

73.48% 

Own Funds (Accumulated Surplus) 

1 .28% 

1 0.49% 


Property, Plant and Equipment is funded to such a great extent from grants and subsidies because the municipality does not have the 
financial resources to finance capital from its own funds. 


5. RECONCILIATION OF BUDGET TO ACTUAL 
5.1 Operating Budget: 


DETAILS 

2009/2010 

Variance per Category: 


Budgeted surplus before 


appropriations 
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Revenue variances 

(49,767,991) 

Expenditure variances: 


Employee Related Costs 

3,301,265 

Remuneration of Councillors 

42,173 

Collection Costs 

(112,081) 

Depreciation and Amortisation 

4,129,354 

Impairment Losses 

36,951,562 

Repairs and Maintenance 

1,083,188 

Interest Paid 

(622,094) 

Bulk Purchases 

(1,414,336) 

Contracted Services 

(426,756) 

Grants and Subsidies Paid 

2,682,397 

General Expenses 

Loss on disposal of Property, Plant and Equipment 

1,215,887 
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5.2 Capital Budget: 


DETAILS 

Actual 

2009/2010 

R 

Actual 

2008/2009 

R 

Variance actual 

2009/10 

2008/09 

R 

Budgeted 

2009/2010 

R 

Variance 

actual/ 

budgeted 

R 

Executive and Council 


333,957 

(333,957) 


_ 

Finance and Administration 

1,151,088 

393,047 

758,041 

240,187 

910,901 

Planning and Development 


399,096 

(399,096) 


- 

Health 



- 

900,000 

(900,000) 

Community and Social Services 


139,927 

(139,927) 


- 

Housing 

2,385,738 


2,385,738 


2,385,738 

Public Safety 

1 ,988,263 

457,994 

1,530,269 

270,500 

1,717,763 
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Sport and Recreation 

1,069,979 

216,982 

852,997 

234,111 

835,868 

Waste Management 

4,240,253 

14,551,953 

(10,311,700) 

18,001,480 

(13,761,227) 

Roads and Transport 

9,846,853 

1,816,591 

8,030,262 

11,591,700 

(1,744,847) 

Water 

15,528,092 

1,939,089 

13,589,003 

4,085,000 

11,443,092 

Electricity 

749,537 

26,886 

722,651 

3,940,000 

(3,190,463) 

Other 



- 

6,000,000 

(6,000,000) 


36,959,803 

20,275,522 

16,684,281 

45,262,978 

(8,303,175) 








6. ACCUMULATED SURPLUS 

The balance of the Accumulated Surplus as at 30 June 2010 amounted to R95,435,387 (30 June 2009: R94,241 ,526) and is made up 
as follows: 

Accumulated Surplus 95,413,368 

95,413,368 
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The municipality, in conjunction with its own capital requirements and external funds (external loans and grants) is able to finance its 
annual infrastructure capital programme. 


Refer to the Statement of Change in Net Assets for more detail. 


7. LONG-TERM LIABILITIES 


The outstanding amount of Long-term Liabilities as at 30 June 2010 was R28,975,060 (30 June 2009: R37,836,651). 


Refer to Notes 2 and 3 for more detail. 


RETIREMENT BENEFIT 
8. LIABILITIES 


The outstanding amount of Retirement Benefit Liabilities as at 30 June 2010 was R1 9,41 7,000 (30 June 2009: R1 6,622,000). 

This liability is in respect of continued Healh Care Benefits for employees of the municipality after retirement being members of 
schemes providing for such benefits. This liability is unfunded. 


Refer to Note 3 for more detail. 
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9. NON-CURRENT PROVISIONS 


Non-current Provisions amounted R1 8,766,000 as at 30 June 2010 (30 June 2009: R1 7,562,000) and is made up as follows: 

Post retirement medical benefits for employees 1 8,766,000 

18,766,000 


These provisions are made in order to enable the municipality to be in a position to fulfil its known legal obligations when they become 
due and payable. 

Refer to Note 3 for more detail. 

10. CURRENT LIABILITIES 


Current Liabilities amounted R54,750,330 as at 30 June 2010 (30 June 2009: R22, 065,062) and is made up as follows: 


Trade and other payables 

Note 4 

27,740,824 

Unspend conditional grants and receipts 

Note 5 

14,325,587 

Other financial liabilities 

Note 2 

10,412,918 

Provisions (Non-current liabilities) 

Note 3 

2,271,000 
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54,750,330 

Non-current Liabilities are those liabilities of the municipality due and payable in the short-term (less than 12 months). There is no 
known reason as to why the municipality will not be able to meet its obligations. 

Refer to the indicated Notes for more detail. 

1 1 . PROPERTY, PLANT AND EQUIPMENT 

The net value of Property, Plant and Equipment was R11 4,875,005 as at 30 June 2010 (30 June 2009: R86,778,945). 

Refer to Note 6 for more detail. 

12. INVESTMENTS 

The municipality held Investments to the value of R2,407,965 as at 30 June 201 0 (30 June 2009: R2,31 7,61 9). 

The bulk of these investments are ring-fenced for purposes of Long-term Liabilities, with the result that no significant amounts are 
available for own purposes. 

Refer to Note 8 for more detail. 
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13. CURRENT ASSETS 


Current Assets amounted R60,555,160 as at 30 June 2010 (30 June 2009: R65,046,675) and is made up as follows: 


Inventory 

Note 10 

1,918,137 

Trade and other receivables 

Note 9 

2,054,271 

Consumer Debtors 

Note 8 

34,937,135 

Cash and cash equivalents 

Note 1 1 

21,623,598 


60,533,141 


Refer to the indicated Notes for more detail. 

14. INTER-GOVERNMENTAL GRANTS 

The municipality is dependent on financial aid from other government spheres to finance its annual capital programme. Operating 
grants are utilised to finance indigent assistance and provision of free basic services. 

Refer to Notes 14 for more detail. 
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15. GENERAL RECOGNISED ACCOUNTING PRACTICE (GRAP) 

In order to adhere to principles and procedures prescribed by law and the directions of National Treasury, the Annual Financial 
Statements have been converted to the new reporting GRAP-format and is now presented as such on continuous basis. 

1 6. EXPRESSION OF APPRECIATION 


We are grateful to the Executive Mayor, members of the Mayoral Committee, Councillors, the Acting Municipal Manager and Directors 
for the support extended during the financial year. A special word of thanks to all staff in the Budget & Treasury Directorate, for 
without their assistance these Annual Financial Statements would not have been possible. 


Mr. SJ WEBER 

CHIEF FINANCIAL OFFICER 

31 August 2010 
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VICTOR KHANYE LOCAL MUNICIPALITY 

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2010 



Statutory 

Funds 

Reserves 

Loans 

Redeemed and 
Other Capital 
Receipts 

Non Current 
Provisions 

Trade and 
other payables 

Accumulated 

Surplus/ 

(Deficit) 

Total 

Balance at 1 July 2008 

Correction of error: (Note 25) 

Restated balance 

Changes in equity for 2008 

Net surplus for the year 

Adjustments 

Balance at 30 June 2009 

R 

R 

R 

R 

R 

R 

78,246,016 

(540,634) 

R 

78,246,016 

(540,634) 






77 705 382 

77 705 382 






15 564 512 

431 000 

15,564,512 
431 ,000 






93 700 894 

93 700 894 








Balance at 1 July 2009 

Correction of error (Note 25) 

Restated balance 

Changes in equity for 2010 

Net surplus for the year 

Transfers to / from accumulated Surplus 

Balance at 30 June 2010 






93 700 894 
(882 751) 

93 700 894 
(882 751) 






92 818143 

92 818143 






2 595 225 

2 595 225 





95 413 368 

95 413 368 
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VICTOR KHANYE LOCAL MUNICIPALITY 
STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2010 


2010 

Note R 


CASH FLOWS FROM OPERATING 
ACTIVITIES 


Cash receipts from ratepayers, government and others 188 722 772 

( 166 313 

Cash paid to suppliers and employees 838) 

Cash generated from / (utilized in) operations 26 22 408 934 

Interest received 968 279 

Interest paid (2 478 449) 


Net cash from operating activities 20 898 764 


CASH FLOWS FROM INVESTING ACTIVITIES 


Purchase of property, plant and equipment (22 266 268) 

Proceeds on disposal of property, plant and equipment ( 403 967) 

(lncrease)/Decrease in non-current receivables (1 242 304) 

(lncrease)/Decrease in non-current investments ( 90 345) 


Net cash used in investing activities (24 002 884) 


CASH FLOWS FROM FINANCING ACTIVITIES 


(Decrease)/increase in long term loans 
(Decrease)/increase in deposits 


(10 046 421) 
( 19 171) 


Net cash used in financing activities 


(10 065 592) 


lncrease/(decrease) in cash and cash equivalents 13 169 713 


Cash and cash equivalents at beginning of the 
year 

Cash and cash equivalents at end of the year 


(8 453 885) 
21 623 598 


2009 

R 


1 37 726 342 
( 119 938 
506) 
17 787 836 
1 722 497 
(3 210 022) 


16 300 311 


(18 775 523) 

335 506 
(111 927) 


(18 551 943) 


(4 123 006) 
20 763 


(4 102 242) 


(6 353 875) 


(14 807 760) 
8 453 885 
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1 . 


SIGNIFICANT ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 


1 .1 BASIS OF PRESENTATION 

The Annual Financial Statements have been prepared on an accrual basis of accounting and 
are in accordance with the historical cost basis unless otherwise stated. Under this basis the 
effects of transactions and other events are recognised when they occur and are recorded in 
the financial statements within the period to which they relate. 

The annual financial statements have been prepared in accordance with the Standards of 
Generally Recognised Accounting Practices (GRAP) prescribed by the Minister of Finance in 
terms of General Notices 991 of 2005 and General Notice 516 of 2008. 

These standards are summarised as follows: 

GRAP 1 : Presentation of financial statements. 

GRAP 2: Cash flow statements. 

GRAP 3: Accounting policies, changes in accounting estimates and errors. 

GRAP 4: The effects of changes in foreign exchange transactions. 

GRAP 5: Borrowing costs. 

GRAP 6: Consolidated and separate financial statements. 

GRAP 7: Investments in associates. 

GRAP 8: Interests in joint ventures. 

GRAP 9: Revenue from exchange transactions. 

GRAP 10: Financial reporting in hyperinflationary economies 
GRAP 1 1 : Construction contracts. 

GRAP 12: Inventories. 

GRAP 13: Leases. 

GRAP 14: Events after reporting date. 

GRAP 16: Investment property. 

GRAP 17: Property, plant and equipment. 

GRAP 19: Provisions, contingent liabilities, and contingent assets. 

GRAP 1 00: Non-current assets held for sale and discontinued operations. 

GRAP 101: Agriculture. 

GRAP 102: Intangible assets. 

Accounting policies for material transactions, events or conditions not covered by the above 
GRAP have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3. These 
accounting policies and the applicable disclosures have been based on the South African 
Statements of Generally Accepted Accounting Practices (SA GAAP) including any 
interpretations of such statements issued by the Accounting Practices Board. 

The Minister of Finance has, in terms of General Notice 1290 of 2008 exempted compliance 
with certain of the above-mentioned standards and aspects or parts of these standards. 
Details of the exemptions applicable to the municipality have been provided in the notes to the 
annual statements. 

These accounting policies are consistent with those of the previous financial year. 
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Assets, liabilities, revenues and expenses have not been offset except when offsetting is 
required or permitted by a standard of GRAP. 

The principal accounting policies adopted in the preparation of these annual financial 
statements are set out below. 


The municipality will account for Provisions according to the provisions of Directive 4 based on 
provisional estimates. 


1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand and are rounded to the 
nearest Rand. 

1 .3 SIGNIFICANT ESTIMATES, JUDGEMENTS AND ASSUMPTIONS 

These annual financial statements have been prepared on a going concern basis. 

In preparing the annual financial statements to conform with the standards of GRAP, 
management is required to make estimates, judgements and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of 
available information and the application of judgement is inherent in the formation of estimates. 
Actual results in the future may differ from these estimates. 

All significant estimates, judgements and underlying assumptions are reviewed on constant 
basis. All necessary revisions of significant estimates are recognised in the period during such 
revisions as well as in any future affected periods. 

1 .4 PROPERTY, PLANT & EQUIPMENT 

An item of property, plant and equipment which qualifies for recognition as an asset shall 
initially be measured at cost. 

The cost of an item of property, plant and equipment comprises of its purchase price, including 
import duties and non-refundable purchase taxes and any directly attributable costs of bringing 
the asset to working condition for its intended use. 

Where an item of property, plant and equipment was donated, it is initially recognised at its fair 
value as at the date of acquisition. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary 
asset or monetary assets, or a combination of monetary and non-monetary assets was 
measured at its fair value. If the acquired item could not be measured at its fair value, its cost 
was measured at the carrying amount of the asset given up. 

Subsequent expenditure is capitalised when the recognition and measurement criteria of an 
asset are met. If expenditure only restores the originally best estimate of the expected useful 
life of the asset, then it is regarded as repairs and maintenance and is expensed. 
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Incomplete construction work is stated at historicai cost. Depreciation oniy commences when 
the asset is commissioned into use. 

Properties in the course of construction for production, rentai or administrative purposes, or for 
purposes not yet determined, are carried at cost, iess any recognised impairment ioss. Cost 
inciudes professionai fees and, for quaiifying assets, borrowing costs capitaiised in accordance 
with the Municipaiity's accounting poiicy, refer to note 6. Depreciation of these assets, on the 
same basis as other property assets, commences when the assets are ready for their intended 
use. 

The municipaiity has an obiigation to rehabiiitate its iandfiii sites in terms of its iicence 
stipuiations. Provision is made for this obiigation in accordance with the Municipaiity's 
Accounting Poiicy on non-current provisions - see note 3 on Provisions. 

Subsequentiy property, piant and equipment, are stated at cost, iess accumuiated depreciation 
and accumuiated impairment iosses. 

Land is not depreciated as it is regarded as having an infinite iife. 

The gain or ioss arising on the disposai or retirement of an item of property, piant and 
equipment is determined as the difference between the saies proceeds and the carrying vaiue 
and is recognised in the Statement of Financiai Performance. 

The residuai vaiue of an asset is determined as the estimated amount that couid currentiy be 
obtained from the disposai of the asset at the end of its usefui iife. The residuai vaiues of 
assets are reviewed at each financiai year end. 

Depreciation is caicuiated on the asset's depreciabie amount, using the straight-iine method 
over the usefui iives of the asset. The depreciabie amount is determined after deducting the 
residuai vaiue of the asset from its cost. The depreciation charge is recognised as an expense 
uniess it is inciuded in the carrying amount of another asset under construction. Assets wiii be 
depreciated according to their annuai depreciation rates based on the foiiowing estimated 
asset iives: 


Infrastructure Assets 

Years 

Roads, pavements, bridges and storm water 

30 

Street names, signs and parking meters 

5 

Water reservoirs and reticuiation 

15-20 

Eiectricity reticuiation 

20-30 

Sewerage purification and reticuiation 

15-20 

Housing 

30 

Refuse sites 

15 

Communitv Assets 

Years 

Parks and gardens 

10-30 

Sport fieids 

20-30 

Community haiis 

30 

Libraries 

30 

Recreation faciiities 

20-30 
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Clinics 

Fire services 

Cemeteries 


30 

30 

30 


Other Assets Years 

Motor vehicles 5 

Plant and equipment 2-1 5 

Security measures 3-10 

Buildings 30 

IT equipment 3-5 

Office equipment 3-7 

Specialised vehicles 10 


Heritage assets 

Heritage assets are assets that are defined as culturally significant resources and are not 
depreciated as they are regarded as having an infinite life which are shown at cost. However, 
if improvements to heritage assets are conducted and registered as sub-assets and the useful 
life of the improvements can be determined, the depreciation charge of the relevant property, 
plant and equipment category is used for the depreciation of the sub-asset which was 
capitalised against the heritage asset. 

In terms of Directive 4 the Municipality is entitled to take advantage of the GRAP transitional 
provisions on Property, Plant and equipment until they expire, which is the financial year 
2010/2011 for Medium capacity Municipalities. As a result both measurement and disclosure 
requirements of GRAP 17 need not be complied with. 

Due to the Municipality having taken advantage of the GAMAP transitional provisions as well 
as the three year measurement exemption above, until expiration of these provisions and all 
classes of Property, plant and equipment are measured according to GRAP 17, the 
municipality has not complied with the following: 

GRAP 1: Presentation of Financial Statements, GRAP 100 as well as the recognition criteria 
in: Non-current Assets Held for sale and Discontinued operations; GRAP 102, intangible 
assets, GRAP 13: Leases and GRAP 19: Provisions, Contingent Liabilities and Contingent 
Assets. 

Impairments of non-monetary assets have also not been assessed. 


1.5 INVESTMENT PROPERTY 

Investment property is stated at cost less accumulated depreciation and accumulated 
impairment losses. Depreciation is calculated on cost, using the straight-line method over the 
useful life of the property, which is 30 years. 

Where an investment property has been acquired at no or for a nominal cost, its cost is its fair 
value on the date of acquisition. 
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Where the classification of an investment property is based on management’s judgement, the 
following criteria have been applied to distinguish investment properties from owner occupied 
property or property held for resale: - 

- Property owned by the municipality of which more than 1 0% of the actual size of the property 
is utilised by an other party outside the municipality and for which the municipality receives a 
rental income from such other party. 


The depreciation method and the useful life of items of investment property is reviewed 
periodically with adjustments made to the depreciation charge for the current and future 
periods where appropriate. 

Subsequent expenditure is capitalised when the recognition and measurement criteria of an 
asset are met. 

Where investment property has been impaired, the carrying value is adjusted to its recoverable 
amount and the impairment loss is recognised as an expense. A subsequent increase in the 
recoverable amount is written back when the circumstances and events that led to the write-off 
cease to exist and there is persuasive evidence that the new circumstances and events will 
persist in the foreseeable future. The write-back is reduced by any amount that would have 
been recognised as depreciation had the write-down not occurred. 

The gain or loss arising on the disposal of an investment property is determined as the 
difference between the sales proceeds and the carrying value and is recognised in the 
Statement of Financial Performance. 

1 .6 IMPAIRMENT OF ASSETS 

Impairment of Monetry assets 

A provision for impairment is created when there is objective evidence that the municipality will 
not be able to collect all amounts due according to the original terms of the receivables. The 
carrying value is reduced through the use of a provision and is recognised as a charge to the 
statement of financial performance. When a receivable is uncollectible, it is written off against 
the provision. Any subsequent recoveries of amounts previously written off are credited 
directly in the statement of financial performance. 

An available for sale financial asset is impaired when there is a significant or prolonged decline 
in the fair value of the asset below its cost price or amortised cost. At such a point, any 
cumulative gains or losses that have been accumulated in equity are removed from equity as a 
reclassification adjustment and are recognised in the statement of financial performance. Any 
subsequent impairment losses are recognised directly in the statement of financial 
performance. 

Where Held-to-maturity investments have been impaired, the carrying value is adjusted by the 
impairment loss and this is recognised as an expense in the period that the impairment is 
identified. 

Impairment of non-monetary assets 
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In terms of Directive 4 the Municipaiity is entitied to take advantage of the GRAP transitionai 
provisions on Property, piant and equipment untii they expire, which is the financiai year 
2010/201 1 for Medium capacity Municipaiities. As a resuit the municipaiity did not impair any 
of its Property, piant and equipment during the financiai year under review. 


1.7 LEASES 

Leases that transfer substantiaiiy aii the risks and rewards of ownership are ciassified as 
finance ieases. Aii other ieases are ciassified as operating ieases. 

Operating ieases are those ieases that do not faii within the scope of the above definition. 
Operating iease payments are recognised as an expense on a straight-iine basis over the 
iease period. 

The Municipality as 
Lessee 

Assets ieased in terms of finance iease agreements are capitaiised at amounts equai at the 
inception of the iease to the fair vaiue of the ieased property, or iower, at the present vaiue of 
the minimum iease payments. Capitaiised ieased assets are depreciated in accordance with 
the accounting poiicy appiicabie to property, piant and equipment, refer to property, piant and 
equipment poiicy 1.4. The corresponding rentai obiigations, net of finance charges, are 
inciuded in iong-term borrowings. Lease finance charges are amortised to the statement of 
financiai performance (uniess they are directiy attributabie to quaiifying assets) over the 
duration of the ieases so as to achieve a constant rate of interest on the remaining baiance of 
the iiabiiity. 

Obiigations incurred under operating ieases are charged to the statement of financiai 
performance in equai instaiments over the period of the iease, except when an aiternative 
method is more representative of the time pattern from which benefits are derived. 


The Municipality as 
Lessor 

Amounts due from the iessee under finance ieases are recognised in the statement of financiai 
position and presented as a receivabie at an amount equai to the net investment in the iease. 
The difference between the gross receivabie and the cost of the asset is recognised as 
unearned finance income. Finance income is recognised based on a pattern refiecting a 
constant periodic rate of return on the net investment outstanding in respect of the finance 
iease. 

Rentai income derived from operating ieases is recognised on a straight-iine basis over the 
term of the iease in the statement of financiai performance. Initiai direct costs incurred in 
negotiating and arranging the operating iease are inciuded in the carrying amount of the ieased 
asset and recognised in the statement of financiai performance on a straight-iine basis over the 
iease term. 
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Lease payments are allocated between the lease finance cost and the capital repayment using 
the effective Interest rate method. Lease finance costs are expensed when Incurred. 

1.8 FINANCIAL INSTRUMENTS 

Financial Instruments are Initially measured at fair value, plus, In the case of financial 
Instruments not at fair value through profit or loss, transaction costs. The fair value of a 
financial Instrument that Is Initially recognised Is normally the transaction price, unless the fair 
value Is evident from the observable market data. The municipality uses a discounted cash 
flow model which Incorporates entity-specific variables to determine the fair value of financial 
Instruments that are not traded In an active market. Differences may arise between the fair 
value Initially recognised In (which In accordance with IAS 39, Is generally the transaction 
price) and the amount Initially determined using the valuation technique. Any such differences 
are subsequently recognised In profit or loss only to the extent that they relate to a change In 
the factors (Including time) that market participants would consider In setting the price. 

Financial Instruments Include cash and bank balance. Investments, trade receivables and 
borrowings. The municipality classifies Its financial assets as loans and receivables. 

Effective interest method 

The effective Interest method Is a method of calculating the amortised cost of a financial asset 
and of allocating Interest Income over the relevant period. The effective Interest rate Is the rate 
that exactly discounts estimated future cash receipts (Including all fees on points paid or 
received that form an Integral part of the effective Interest rate, transaction costs and other 
premiums or discount) through the expected life of the financial asset, or, where appropriate a 
shorter period. 

1.9 FiNANCiAL ASSETS 

Financial assets are recognised In the municipality's statement of financial position when the 
municipality becomes a party to the contractual provisions of an Instrument. Regular way 
purchases and sales of financial assets are recorded on the trade date. 

The municipality classifies Its financial assets In the following categories: fair value through 
profit or loss, loans and receivables, held-to-maturlty as well as available for sale. All financial 
assets that are within the scope of IAS 39 are classified Into one of the four categories. 

1.9.1 .1 Financiai assets at fair vaiue through profit and ioss 

An Instrument Is at fair value through profit or loss If It Is held for trading or designated as such. 
Purchase or sale decisions with regard to these Investments are managed In accordance with 
the municipality's documented risk or Investment strategy. Financial assets at fair value 
through profit or loss are stated at fair value, with any resultant gain or loss recognised In the 
statement of financial performance. The net gain or loss recognised In the statement of 
financial performance Incorporates any dividend or Interest earned on the financial asset. 

1.9.1 .2 Loans and receivabies 
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Loans and receivables are non-derivative financial assets with fixed or determinable payments 
that are not quoted in an active market. They are included in current assets, except for 
maturities in excess of 12 months. These are classified as non-current assets. They include 
short-term receivables, such as property rates, trade and other receivables , and long-term 
receivables, such as loans granted. This category may also include financial assets that would 
have been impaired or past due if the terms of the instrument were not renegotiated. 

Loans and receivables are recognised initially at fair value, plus transaction costs. 
Subsequently items in this category are measured at amortised cost using the effective interest 
rate, and interest income is included in the statement of financial performance for the period. 
Net gains or losses represent; reversals of impairment losses refer to impairment of assets 
policy 1.6 as well as gains or losses on derecognition. These net gains and losses are 
included in the statement of financial performance. 

1.9.1 .3 Held-to-maturity investments 

Debt securities that the Municipality has the expressed intention and ability to hold to a fixed 
maturity date are recognised on a trade date basis and are initially measured at fair value plus 
transaction cost. 

Subsequent to initial recognition, held-to-maturity assets are measured at amortised cost 
calculated using the effective interest method. 

Investments which include listed government bonds, unlisted municipal bonds, fixed deposits 
and short term deposits invested in registered banks are stated at cost. 

Surplus funds are invested in terms of Council’s Investment Policy. Investments are only made 
with financial institutions registered in terms of the Deposit Taking Institutions Act of 1990 with 
an A1 or similar rating institution for safe investment purposes. 

The investment period should be such that it will not be necessary to borrow funds against the 
investments at a penalty interest rate to meet commitments. 

1 .9.1 .4 Available for sale assets 

Non-derivative assets that do not fall into any of the other categories are classified as available 
for sale. These financial instruments are stated at fair value plus transaction costs. Fair value 
is determined with reference to quoted market prices. Gains and losses arising from changes 
in fair value, with the exception of impairment losses, refer to impairment of assets policy 1.6, 
are recognised directly in equity in the Mark-to-Market reserve. 

Dividends on available for sale equity instruments are recognised in the surplus or deficit when 
the Municipality’s right to receive payment is established. 

1.10 FINANCIAL LIABILITIES 

Financial liabilities are recognised in the municipality's statement of financial position when the 
municipality becomes party to the contractual provisions of the instrument. 

The municipality classifies its financial liabilities in the following categories: at fair value 
through profit or loss and other financial liabilities. The classification depends on the purpose 
for which the financial liabilities were issued/obtained. 
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1.10.1 Financial liabilities at fair value through profit or loss 


Financial liabilities are classified as at Fair Value Through Profit or Loss where the financial 
liability is either held for trading or it is designated as at Fair Value Through Profit or Loss. 

Financial liabilities at Fair Value Through Profit or Loss are stated at fair value, with any 
resultant gain or loss recognised in the statement of financial performance. Interest expense is 
calculated using the effective interest rate method and included as part of finance costs in the 
Statement of Financial Performance. 

1.10.2 Other financial liabilities 

Other financial liabilities, including interest bearing borrowings, are initially measured at fair 
value, net of transaction costs. 

Subsequently, other financial liabilities are measured at amortised cost using the effective rate 
method, with interest costs being recognised on an effective yield basis. 

1.11 INVENTORIES 

Inventories are initially measured at cost which cost of inventories comprises of all costs of 
purchase, costs of development, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

Consumable stores, raw materials, work in progress, unused water, and finished goods are 
valued at the lower of cost and net realisable value. In general, the basis of determining cost is 
the weighted average cost of commodities. 

Redundant and slow-moving stock are identified and written down with regard to their 
estimated economic or realisable values and sold by public auction. Consumables are written 
down with regard to age, condition and utility. 

Unsold properties are valued at the lower of cost and net realisable value on a specific 
identification cost basis. Direct costs are accumulated for each separately identifiable 
development. Costs also include a proportion of overhead costs. 

1.12 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash with banks. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on 
hand and cash at bank. Short term investments are excluded. Bank overdrafts are recorded 
on the facility utilised. Finance charges on bank overdrafts are expensed as incurred. 

1.13 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation, as a 
result of past events, that is probable to cause an outflow of resources embodying economic 
benefits required to settle the obligation and a reliable estimate of the provision can be made. 
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Where the effect of the time value of money is material, the amount of a provision is the 
present value of the expenditures expected to be required to settle the obligation. The 
discount rate used in calculating the present value is the interest rate implicit in the transaction. 
Where this is impractical to determine, the average interest rate or borrowing rate of the 
Municipality is used. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best 
estimate. If it is no longer probable that an outflow of resources embodying economic benefits 
or service potential will be required to settle the obligation, the provision is reversed. 

The municipality on initial adoption of the standard of GRAP on Provisions, Contingent 
Liabilities and Contingent Assets has done so retrospectively according to the Standard of 
GRAP on Accounting Policies, Changes in Accounting Estimates and Errors. 

Due to the transitional provisions under the Standard of GRAP on Property, Plant and 
Equipment, certain assets have not been recognised as Property, Plant and Equipment. Due to 
the non-recognition of such assets, the requirements of the Standard on Provisions, 
Contingent Liabilities and Contingent assets have not been applied until the expiration the 
Property, Plant and Equipment transitional provisions. All necessary disclosure for those 
assets not recognised as Property, Plant and Equipment have been made. 

The municipality complied with Directive 4 of February 2008, on initial adoption of the standard 
of on Provisions, Contingent Liabilities and Contingent Assets, GRAP 19, and has done so 
retrospectively according to the Standard of GRAP on Accounting Policies, Changes in 
Accounting Estimates and Errors. 

Where items have not been recognised in accordance with GRAP 17, Property, Plant and 
equipment as a result of transitional provisions, which take precedence over the requirements 
of GRAP 19, GRAP 17 will have to be complied with first , or transitional provisions of this 
standard are to expire prior to application of GRAP 19. 

The necessary disclosures have been made for non-recognition of provisions (which form part 
of the cost of an asset). 

1.14 EMPLOYEE BENEFITS 

1.14.1 Short-term employee benefits 

The cost of short-term employee benefits, which include salaries and wages, short-term 
compensated absences and profit sharing and bonus plans, are expensed in the Statement of 
Financial Performance in the financial year during which the payment is made. 

Liabilities for short-term employee benefits that are unpaid at year-end are measured at the 
undiscounted amount that the municipality expected to pay in exchange for that service that 
had accumulated at the reporting date. 

1.14.2 Termination Benefits 

Termination benefits are recognised when actions have been taken that indicate that the 
municipality is demonstrably committed to either terminate the employment of an employee or 
group of employees before the normal retirement date; or provide termination benefits as a 
result of an offer made in order to encourage voluntary redundancy. 
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1.14.3 Retirement benefits 


The municipality provides retirement benefits for its employees and councillors. 

Contributions to defined contribution retirement benefit plans are recognised as an expense 
when employees and councillors have rendered the employment service or served office 
entitling them to the contributions. 

Defined contribution pians 

A defined contribution plan is a post-employment benefit plan under which the municipality 
pays fixed contributions into a separate entity and will have no legal or constructive obligation 
to pay further amounts. Obligations for contributions to defined contribution pension plans are 
recognised as an employee benefit expense in the statement of financial performance when 
they are due. Prepaid contributions are recognised as an asset to the extent that a cash 
refund or a reduction in future payments is available. 

Defined benefit pians 

Defined benefit plans are post-employment benefit plans other than Defined Contibution plans. 
The defined benefit plans are valued triennually by means of the projected unit credit method. 
Deficits identified are recovered through lump sum payments or increased future contributions 
on a proportional basis to all participating municipalities. The contributions and lump sum 
payments are charged against income in the year in which they become payable. 

(Where a municipality has its own administered defined benefit plan) 

The cost of providing retirement benefits is determined using the Projected Unit Credit Method, 
with actuarial valuations being carried out at each reporting date. Actuarial gains and losses 
that exceed 10 per cent of the greater of the present value of the Municipality’s defined benefit 
obligation and the fair value of plan assets are amortised over the expected average remaining 
working lives of the participating councillors and employees. 

Past service costs are recognised immediately where the benefit is vested or are amortised on 
a straight-line basis over the average period that it will take for such benefits to become vested. 

The retirement benefit obligations recognised in the Statement of Financial Position represents 
the present value of the defined benefit obligation, adjusted for unrecognised actuarial gains 
and losses, unrecognised service cost and the fair value of plan assets. Where an asset 
results, such asset is limited to unrecognised actuarial losses, past service costs and the 
present value of available refunds and reductions in future contributions to the plan. 

(Where a municipality is a member of a provincially administered defined benefit plan) 

The Municipality belongs to a defined benefit joint retirement fund, which is administered on a 
provincial basis. 

The joint fund is actuarially valued triennially on the projected unit credit method basis. Deficits 
identified are allocated on a proportional basis to all participating municipalities. The 
Municipality recognises its proportionate share as a liability, which is settled through lump sum 
payments or increased future contributions. 
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Post employment medical care benefits 


The municipality provides post employment medical care benefits to its employees and their 
legitimate spouses. The entitlement to post-retirement medical benefits is based on 
employees remaining in service up to retirement age and the completion of a minimum service 
period. The expected cost, of these benefits is accrued over the period of employment. 

1.15 REVENUE RECOGNITION 

Revenue shall be measured at the fair value of the consideration received or receivable. 
Revenue is reduced for estimated customer returns, rebates, VAT and other similar 
allowances. 

1.15.1 Revenue from exchange transactions 
Rendering of services 

Meters are read on a monthly basis and are recognised as revenue when invoiced. Provisional 
estimates of consumptions are made monthly when meter readings have not been performed 
and are recognised as revenue when invoiced. Adjustments to provisional estimates of 
consumption are made then recognised in the statement of financial performance in the 
invoicing period in which meters have been read. 

In respect of estimates of consumption between the last reading date and the reporting date, 
an accrual is made based on the average monthly consumption of consumers. 

Service charges relating to refuse removal are recognised on a monthly basis by applying the 
approved tariff to each property that has improvements. Tariffs are determined per category of 
property usage and are levied monthly based on the number of refuse containers on each 
property, regardless of whether or not containers are emptied during the month. 

Service charges from sewerage and sanitation are based on the size of the property, number 
of dwellings on each property and connection, using the tariffs approved by Council and are 
levied monthly. 

Revenue from the sale of electricity prepaid meter credit is recognised at the point of sale. 

Sale of goods 

Revenue from the sale of erven is recognised when all conditions associated with the deed of 
sale have been met. 

Interest, royalties and dividends 

Interest shall be recognised on a time proportionate basis that takes into account the effective 
yield on the asset; 

Royalties are recognised as they are earned on a time basis and is recognised on a straight- 
line basis over the period of the agreement. Royalty revenue that is based on production, 
sales and other measures is recognised in accordance with the substance of the relevant 
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agreement. 


Dividends are recognised on the date that the Municipaiity becomes entitied to receive the 
dividend. 

Agency Services 

Income for agency services is recognised on a monthiy basis once the income coiiected on 
behaif of agents has been quantified. 

The income recognised is in terms of the agency agreement. 

Coiiection charges are recognised when such amounts are incurred. 

1.15.2 Revenue from non-exchange transactions 
Fines 

Revenue from fines is recognised when payment is received and the revenue from the issuing 
of spot fines and summonses is recognised when coiiected together with an estimate of spot 
fines and summonses that wiii be received based on past experience of amounts coiiected. 

Grants and donations received 

Government Grants can be in the form of grants to acquire or construct fixed assets (capitai 
grants), grants for the furtherance of nationai and provinciai government poiicy objectives and 
generai grants to subsidise the cost incurred by municipaiities rendering services. 

Capitai grants and generai grants for the furtherance of government poiicy objectives are 
usuaiiy restricted revenue in that stipuiations are imposed in their use. 

Conditionai grants, donations and funding were recognised as revenue in the Statement of 
Financiai Performance to the extent that the Municipaiity has compiied with any criteria, 
conditions or obiigations embodied in the agreement/arrangement. To the extent that the 
criteria, conditions and obiigations have not been met a iiabiiity is raised in the Statement of 
Financiai Position. Unconditionai grants, donations and funding are recognised as revenue in 
the Statement of Financiai Position at the eariier of the date of receipt or when the amount is 
receivabie. 

Contributed assets are recognised at fair vaiue when the risks and rewards associated with 
such asset transfer to the Municipaiity. 

Deferred Income 

Government grant revenue is recognised in accordance with IAS 20 which differs to the 
recognition of Government grant revenue in accordance with GAMAP 9. 
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Government grants are recognised as deferred income in the statement of financiai position 
when there is reasonabie assurance that such revenue wiii be received and that the 
Municipaiity wiii compiy with the conditions attaching to the grant. Deferred grant income is 
ciassified to the statement of Financiai position as revenue on a systematic basis over the 
period necessary to match the grants with the reiated costs for which they are intended to 
compensate. 

Deferred income reiating to government grants are recognised on the foiiowing bases: 

• Capitai contributions to property, piant and equipment: Credited on a systematic basis to the 
Statement of financiai Performance based on the estimated usefui iife of the piant and 
equipment. 

• Income-reiated grants subsidising expenses: Credited to the Statement of Financiai 
Performance as revenue when the reiated expense is recognised. 

1.15.3 Rates (including collection charges and penalty interest) 

Revenue from property rates is recognised when the iegai entitiement to this revenue arises. 
Coiiection charges are recognised when such amounts are iegaiiy enforceabie. Penaity interest 
on unpaid rates is recognised on a time proportion basis. 

Rebates are respectiveiy granted, to owners of iand on which not more than two dweiiing units 
are erected provided that such dweiiing units are soieiy used for residentiai purposes. 
Additionai reiief is granted to needy, aged and/or disabied owners, based on income . 

Assessment rates income is recognised once a rates account has been issued to ratepayers. 
Adjustments or interim rates are recognised once the municipai vaiuer has vaiued the change 
to properties. 

1.15.4 Other 

Revenue from the recovery of unauthorised, irreguiar, fruitiess and wastefui expenditure is 
based on iegisiated procedures, inciuding those set out in the Municipai Finance Management 
Act (Act No. 56 of 2003) and is recognised when the recovery thereof from the responsibie 
counciiiors or officiais is virtuaiiy certain. 

Revenue from the recovery of unauthorised irreguiar, fruitiess and wastefui expenditure is 
based on iegisiated procedures. 

1.16 BORROWING COSTS 

Borrowing costs are recognised as an expense in the Statement of Financiai Performance. 

1.17 VALUE ADDED TAX 

The municipaiity accounts for Vaiue Added Tax on the cash basis. 

1.18 UNAUTHORISED EXPENDITURE 
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Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in 
terms of the conditions of an aiiocation received from another sphere of government, 
municipaiity or organ of state and expenditure in the form of a grant that is not permitted in 
terms of the Municipai Finance Management Act (Act 56 of 2003). 

Unauthorised expenditure is accounted for as an expense in the Statement of Financiai 
Performance and where recovered, it is subsequentiy accounted for as revenue in the 
Statement of Financiai Performance. 

1.19 IRREGULAR EXPENDITURE 

Irreguiar expenditure is expenditure that is contrary to the Municipai Finance Act (Act 56 of 
2003), the Municipai Systems Act (Act 32 of 2000), the Pubiic Office Bearers Act (Act 20 of 
1998) or is in contravention of the municipaiity’s suppiy chain management poiicy. Irreguiar 
expenditure exciudes unauthorised expenditure. Irreguiar expenditure is accounted for as 
expenditure in the Statement of Financiai Performance and where recovered, it is subsequentiy 
accounted for as revenue in the Statement of Financiai Performance. 

1 .20 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitiess and wastefui expenditure is expenditure that was made in vain and wouid have been 
avoided had reasonabie care been exercised. Fruitiess and wastefui expenditure is accounted 
for as expenditure in the Statement of Financiai Performance and where recovered, it is 
subsequentiy accounted for as revenue in the Statement of Financiai Performance. 


1.21 COMPARATIVE INFORMATION 

Budgeted amounts have been inciuded in the annuai financiai statements for the current 
financiai year oniy. When the presentation or ciassification of items in the annuai financiai 
statements is amended, prior period comparative amounts are reciassified. The nature and 
reason for the reciassification is disciosed. 


*************************************************************************************** 
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VICTOR KHANYE LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2010 

2010 2009 

R R 

2 FINANCIAL LIABILITIES 

2.1 INTEREST BEARING BORROWINGS 


Local Registered Stock loans 

Leases 



389,985 

1,159 

Annuity loans 

18 911 191 

22 959 483 


19 301 176 

22 960 642 

Less: Current portion transferred to current liabilities 

10412 918 

4 025 964 


8 888 258 

18 934 678 


Refer to Appendix A for more detail on long term liabilities. 

Finance Lease Liability 

The finance lease liability is secured by Photo Copier machines. The agreement does not provide for 
contingent rental payments. Ownership of the machine will not pass to the municipality upon payment 
of the last installment. 

Reconciliation between the total minimum lease payments 
and their present value 

Up to 1 year 1-5 years 

R R 

2010 


More than 5 

years 

R 


Total 

R 
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Minimum iease payments 
Finance cost 
Present vaiue 

2009 

Minimum iease payments 
Finance cost 
Present vaiue 


2.2 CONSUMER DEPOSITS 

Water and eiectricity 

No interest is paid on consumer deposits. 

PROVISIONS 

3 

3.1 Provision for rehabiiitation of Landfiii site 
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540,711 

150,726 

389,985 


1,213 

53 

1,159 


389,985 

0 

930,696 

389,985 

0 

540,711 

0 

0 

389,985 




1,213 

53 

0 

0 

1,159 


1 320 802 1 339 973 


2010 2009 


1 620 000 


1 500 000 



The municipality has opted to account for Provisions based on provisional estimates according to 
Directive 4(1 9). 93 regarding the measurement of provisions to the extent that the provisions are based 
on reasonable estimates and will be reviewed restrospectively over the next 3 years. The municipality 
operates a landfill site divided into 6 cells. Currently cell 1 is in operation and the municipality created a 
provision for the rehabiliation of this cell. It is foreseen that cell 1 will be at capacity within the 
2010/2011 financial year wherafter council will start with operations on cell 2 and the rehabilitation 
process of cell 1 will commence. The operation of the landfill site is managed by Mykatrade 210 cc, a 
service provider, whom was also responsible for providing financial information for the creation of this 
provision for rehabilitation of cell 1. Said company was appointed during the 2009/2010 financial year. 
Mykatrade 210cc has extensive experience on the management of landfill sites, being involved at both 
Tswane and Ekurhuleni Metropolitan Councils, is a member of the Institute of Waste Management of 
Southern Africa and was recently appointed by Emalahleni Local Municipality. After a review of the cost 
to rehabilitate cell 1 of the landfill site the provision was increased with R1 20,000 to an estimated 
amount of R1 ,620,000. 


3.2 Post retirement medical benefits 


Less: Current portion transferred to current liabilities 


19 417 000 

1 6 622 000 

21 037 000 

18 122 000 

2,271,000 

560 000 

18 766 000 

17 562 000 
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The municipality provides certain post-retirement health care benefits by funding the medical aid 
contributions of qualifying retired members of the municipality. According to the rules of the Medical Aid 
Funds, with which the municipality is associated, a member (who is on the current Conditions of 
Service) is entitled to remain a continued member of such medical aid fund on retirement, in which case 
the municipality is liable for a certain portion of the medical aid membership fee. The municipality 
operates an unfunded defined benefit plan for these qualifying employees. The municipality has 
requested Alexander Forbes Flealth (Pty) Ltd to prepare an actuarial valuation of the municipality's 
liability as at 30 June 2010 based on the post-employment health care benefits. The valuation was 
done to ensure appropriate provision in accordance with IASI 9 (AC116). The actuarial valuation 
method used was the "Projected Unit Credit Method" as prescribed by IASI 9. 

The most significant assumptions used for the current and previous periods are as follows: 



30 June 


VALUATION DATE 

2010 

30 June 2009 

Discount rate 

9,25% p.a. 

9,50% p.a. 

Health care cost inflation 

7,75% p.a. 

8,00% p.a. 

Salary inflation 

7,25% p.a. 

7,50% p.a. 

Expected retirement age (Males) 

60 yrs 

60 yrs 

Expected retirement age (Females) 

57 yrs 

57 yrs 

Membership discontinued at retirement 

0% 

0% 

Allowance for early retirement 

None 

None 

Assumed staff will retire on present medical plan 

All staff 

All staff 


TRADE AND OTHER PAYABLES 
4 


Trade creditors 17,230,782 7,843,854 

Roads & Transport: Vehicle Registration 
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fees 


Payments received in advance 
Leave Accruai 
Medicai Contributions 

Total Trade and Other Payables 


3,010,842 


3,243,332 

2,141,288 

4,235,101 

2,385,480 

20,768 

24,112 

27,740,824 

12,394,734 


The average credit period on purchases is 30 days from the receipt of the invoice, as determined by the 
MFMA. No interest is charged for the first 30 days from the date of receipt of the invoice. Thereafter 
interest is charged in accordance with the credit poiicies of the various individuai creditors that the 
municipaiity deais with. The municipaiity has financiai risk procedures in piace to ensure that aii 
payabies are paid within the credit timeframe. 

The management of the municipaiity is of the opinion that the carrying vaiue of Creditors approximate 
their fair vaiues. 

The fair vaiue of Creditors was determined after considering the standard terms and conditions of 
agreements entered into between the municipaiity and other parties. 

Staff Leave accrue to the staff of the municipaiity on an annuai basis, subject to certain conditions. 

The accruai is an estimate of the amount due at the reporting date. 


5 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 


5.1 Conditional Grants from other spheres of 


Government 

14,325,587 

5,084,364 

Finance Management Grant 

21,410 


0 

Clean Campaign 

0 


74,964 

Library IT 

12,607 


12,607 
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Municipal Systems Improvement Grant 

667,178 


0 

Provision of Water Services 

0 


17,995 

Municipal Infrastructure Grant (MIG) 

12,171,692 


3,735,889 

Electricity NEP 



100,000 

Refurbishment of Boreholes 

0 


66,822 

Pipeline for Sludge 

0 


376,087 

Removal of sludge 

1,174,000 


0 

GAMAP GRAP Conversion 

278,700 


700,000 


Total Conditional Grants and Receipts 14,325,587 5,084,364 


These amounts are invested in a ring-fenced investment untii utiiized. 

See Note 14 for the reconciiiation of Grants from Other Spheres of Government. The Unspent Grants are 
cashbacked by term deposits. The municipaiity compiied with the conditions attached to aii grants 
received to the extent of revenue recognised. No grants were withheid. 
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PROPERTY, PLANT & 
6 EQUIPMENT 



Land and 


Community 

Other 

Finance 

Heritage 

Total 


Buildings 

Infrastructure 

Assets 

Assets 

lease assets 




R 

R 

R 

R 

R 

R 

R 

Carrying values at 1 July 2009 

1 985 694 

64 399 005 

12 289 099 

6 859 315 

0 

3 528 

85 536 641 

Cost 

1 989 164 

98 574 51 1 

15 047 548 

19 541 331 

404 534 

3 528 

135 560 616 

Accumulated depreciation - 








cost 

( 3 470) 

(34 175 506) 

(2 758 449) 

(12 682 016) 

( 404 534) 

0 

(50 023 975) 

Acquisitions 

0 

14 180 884 

1 274 387 

6 270 286 

540 71 1 


22 266 268 

Capital under construction 

0 

14 693 535 

0 

0 

0 

0 

14 693 535 

Depreciation - based on cost 

( 365) 

(4 702 855) 

( 465 367) 

(2 120 712) 

( 179 743) 

0 

(7 469 042) 

Carrying value of disposals 

0 

(29 127) 

( 5 337) 

(37 591) 

0 

0 

( 72 055) 

Cost 

0 

( 58 163) 

(8 213) 

(419 733) 

( 404 534) 

0 

( 890 643) 

Accumulated depreciation 

0 

29 036 

2 876 

382 142 

404 534 

0 

818 588 

Carrying values at 30 June 2010 

1 985 329 

88 541 442 

13 092 783 

10 971 298 

360 968 

3 528 

114 955 348 

Cost 

1 989 1 64 

127 390 767 

16 313 723 

25 391 884 

540 71 1 

3 528 

171 629 777 

Accumulated depreciation - cost 

( 3 835) 

(38 849 325) 

(3 220 940) 

(14 420 586) 

( 179 743) 

0 

(56 674 429) 


Carrying values at 1 July 2008 

1 586 963 

52 097 572 

10 588 176 

7 260 080 

0 

3 528 

71 536 319 

Cost 

1 590 068 

82 329 489 

12 947 675 

18 543 512 

404 534 

3 528 

115 818 806 

Accumulated depreciation - 

cost 

(3 105) 

(30 231 917) 

(2 359 499) 

(11 283 432) 

( 404 534) 


(44 282 487) 

Acquisitions 

Capital under construction 
Depreciation - based on cost 

Carrying value of disposals 

399 096 

( 365) 

3 776 135 

12 515 481 
(3 956 308) 

2 099 873 

( 398 950) 

1 484 937 

(1 708 388) 



7 760 041 

12 515 481 
(6 064 011) 

0 

Cost 


( 46 594) 


( 487 1 1 8) 



( 533 71 2) 
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Accumulated depreciation 


12 719 


309 804 



322 523 

Other movements 







0 

Carrying values at 30 June 2009 

1 985 694 

64 399 005 

12 289 099 

6 859 315 

0 

3 528 

85 536 641 

Cost 

1 989 1 64 

98 574 51 1 

15 047 548 

19 541 331 

404 534 

3 528 

135 560 616 

Accumulated depreciation - cost 

( 3 470) 

(34 175 506) 

(2 758 449) 

(12 682 016) 

( 404 534) 

0 

(50 023 975) 


The Municipality is in the process of itemising all infrastructure and community assets and will recalculate accumulated depreciation once this exercise 
has been completed by 30 June 201 1 . At present depreciation on these assets is calculated on an averaging basis whereby an average useful life has 
been estimated for each category of infrastructure and community assets, using global historical costs recorded in the accounting records. The fair 
value of land and buildings and community assets, as per the valuation roll dated 1 July 2009, is R98,665,000. 
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VICTOR KHANYE LOCAL MUNICIPALITY 
NOTES FOR THE YEAR ENDED 30 JUNE 2010 


2010 2009 

R R 


7 INVESTMENT PROPERTY (AT COST) 


Carrying value at the beginning of the year 


Cost 

Accumulated depreciation 
Accumuiated impairment iosses 


Depreciation 63 722 

Carrying values at the end of the year 

Cost 

Accumuiated depreciation 


Investment properties at fair value 23 500 000 23 500 000 


The following are included in the net surplus/(deficit) 

Rental revenue earned from investment properties 430 373 389,463 

Direct operating expenses - incurred to generate 

rental revenue 163 296 164,186 


1 242 304 

1 91 1 640 
669 336 


1,306,027 

1,911,640 

605,613 
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Direct operating expenses - incurred which did not 
generate rentai revenue 


1 361 630 


1,506,199 


There are no restrictions on the reaiisabiiity of investment property or the remittance of 
revenue and proceeds of disposai. There are no contractuai obiigations in respect of 
investment property. 


8 FINANCIAL ASSETS 


8.1 CONSUMER DEBTORS 


Consumer Debtors 

212 941 633 

1 90 942 71 9 

Less Provision for bad debts 

(178,004,498) 

(138,638,116) 


34 937 135 

52,304,603 

Ageing of consumer debtors 

Current (0-30 days) 

19 678 209 

16 605 375 

31-60 days 

3 977 414 

5 460 898 

61-90 days 

3 557 940 

4 457 379 

91-120 days 

3 417 994 

4 612 490 

1 20 - 1 - days 

182 310 076 

159 806 577 


212 941 633 

190,942,719 

Consumer debtors per category 

Government 

2 606 679 

821 679 
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Business 

Individuals 

Other 


22 088 466 1 8 289 404 

180 844 614 159 529 478 

7 401 874 10 160 870 


212 941 633 188,801,431 


Ageing of consumer debtors per service 
Water 

Current (0-30 days) 

31-60 days 
61-90 days 
90-1- days 

Eiectricity 

Current (0-30 days) 

31-60 days 
61-90 days 
90-1- days 

Property Rates 

Current (0-30 days) 

31-60 days 
61-90 days 
90-1- days 


71 912 344 64 666 882 


8 453 051 

1 404 221 

1 056 675 

60 998 396 


2 493 119 

2 248 037 

1 801 144 

58 124 582 

9 487 128 

5 209 544 

3 904 286 


2 275 933 

260 511 


814 308 

274 778 


246 628 

5 047 553 


1 872 675 

25 316 643 

19 332 710 

2 881 139 


1 463 271 

787 140 


856 603 

727 174 


819 947 

20 921 190 


16 192 889 


Refuse services 

9 078 405 

9 341 717 

Current (0-30 days) 

563 982 


329 510 

31-60 days 

142 171 


1 79 926 
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61-90 days 
90+ days 


Sewerage services 

Current (0-30 days) 

31-60 days 
61-90 days 
90+ days 

Other 

Current (0-30 days) 

31-60 days 
61-90 days 
90+ days 

Reconciliation of the impairment provision 


Balance at the beginning of the year 
Contributions to provisions 

Impaired debtors written off against provision 

Balance at year end 


8.2 OTHER INVESTMENTS 

Financial Assets at Fair Value through Profit or 
Loss 
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128 842 150 933 

8 243 409 8 681 348 

12 370 436 11 522 124 

634 1 1 1 340 213 

165 931 207 856 

158 031 166 856 

11 412 363 10 807 199 

84 776 677 80 869 741 

3 241 639 1 700 1 00 

1 217 440 1 563 095 

1 212 440 1 452 861 

79 105 158 76 153 685 


138 639 116 142,759,418 

68 204 564 21,603,041 

(28 839 182) (25,723,343) 

178 004 498 138 639 116 







Available for sale investments 


Listed shares - Sanlam Ltd. 46,177 34,906 


Other investments 



Sanlam Policy 

572,057 

544,285 

Momentum Policy 

1,789,730 

1,738,428 

Total 

2,361,787 

2,282,713 

Total Investments 

2,407,965 

2,317,619 


9 OTHER RECEIVABLES 


RD Cheques 

55,370 

359,124 

VAT 




1,532,368 

867,182 

Remedial work RDP Houses (ReaAga PHP) 

55,754 


Deposits 

1,890 

1,890 

Recoverable expenditure: 



Grant Debtors 

403 965 

748 532 

Wash basins (External loan 2010) 

4 923 
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Total Other Receivables 


2,054,271 


10 INVENTORIES 

Consumable stores 


1 918 137 


1 918 137 


No inventory has been pledged as security for any borrowings 

11 BANK, CASH AND OVERDRAFTS 

The municipality has the following bank accounts: 

Current account (primary bank account) 

Bank: ABSA Delmas 
Account number: 850000026 

Bank statement balance at beginning of year 

7 928 512 

Bank statement balance at end of year 

18 651 687 


Electronic Payment and Debit order Account 

Bank: ABSA Delmas 
Account number: 850000034 

Bank statement balance at beginning of year 2 882 659 


1,976,728 


2,311,459 


2,311,459 


14,099,712 


7,928,512 
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1,300,945 


Bank statement balance at end of year 

4 898 375 

2,882,659 

Cheque Payment Account 

Bank: ABSA Delmas 

Account number: 4059973155 

Bank statement balance at beginning of year 

319 334 

476,764 

Bank statement balance at end of year 

646 1 66 

319,334 

Payment Account (Traffic fines) 

Bank: ABSA Delmas 

Account number: 4075281 552 

Bank statement balance at beginning of year 



Bank statement balance at end of year 

- 

- 

Totai for aii bank accounts 

24 196 228 

11 130 505 

Cash book balance 

Cash book balance at beginning of year 

8 449 41 0 

14,804,385 

Cash book balance at end of year 

21 619 123 

8,449,410 
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Petty cash 

4 475 4,475 


Cash and cash equivalents 21 623 598 8 453 885 


In respect of the People Housing Projects (PHP) two bank accounts were managed 
by the elected committees and administrated by their own account administrators. 

These PHP accounts were: 

- Thuthukani Housing Project 

- Rea-Aga Housing Project 

These bank accounts are not managed nor administrated by Council since all reporting 
is done to the provincial government and independent decisions are taken outside Council's 
jurisdiction. Surplus funds are transferred back to the provincial government. The Thuthukani 
account was closed on 31 March 2010. The balance was transferred to the MPG. 

The Rea-Aga account will be closed during the 201 0/201 1 financial year and the remaining 
balance will be transferred to Council's primary account. (Council resolution A26/08/2009) 

12 PROPERTY RATES 


Residential 

1 1 472 226 

1 1 1 39 545 

Government 

1 355 025 

907 691 

Commercial 

7 714 309 

5 162 371 

Other 

2 432 528 

1 437 810 


22 974 088 

18,647,417 

VALUATIONS 

ROOD'S 

ROOD'S 

Residential 

1 735 816 200 

89 958 963 

Government 

102 200 000 

3 667 966 

Commercial 

435 391 000 

17 933 191 

Municipal 

218 524 900 

424 668 316 
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Farms / Agricultural 


2 099 250 000 


4 591 182 100 


The valuation of properties takes place every 4 years and the last valuation was implemented with effect from 
1 July 2009. Said valuation includes both land and improvements whilst the valuation for 2009 was only 
land values. The MPRA was implemented with effect from 1 July 2009. 

The basic rates were as follows: 

Residential 

Commercial 

Vacant land (Residential & Commercial) 

Vacant land (Agricultural holdings) 

Agricultural / Farms 


13 SERVICE CHARGES 

Sale of electricity 
Sale of water 
Refuse removal 

Sewerage and sanitation charges 


47 926 985 
30 918 054 

4 972 061 

5 323 779 


89 140 879 


14 GOVERNMENT SUBSIDIES & GRANTS 

Operating Grants 

Equitable share 


536,228,436 


2009/10 

Cent/Rand 

0.00650 

0.01500 

0.04000 

0.01300 

0.00163 


33 757 921 
26 556 571 

4 568 802 

5 210 803 


70,094,096 
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Provincial Health Subsidies 


Municipal Support Program 
Finance management grant 

Clean Campaign 

Library IT 

Municipal Systems Improvement Grant 
Provision of Water Services 
Municipal infrastructural grant (MIG) 
Electricity NEP 
Refurbishment of Boreholes 
Drought Relief 
Pipe line for sludge 
GAMAP GRAP Conversion 
Removal of sludge 

Total Government Grants & Subsidies 
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53 536 777 


48 , 429,971 





14.1 Equitable Share 

This grant is an unconditionai grant and is partiaiiy 
utiiized for the provision of indigent support through 
free basic services. 

14.2 Provincial Health Subsidies 

Baiance unspent at beginning of year 
Current year receipts 

Conditions met - transferred to revenue 

Transfers 

Unspent amount transferred to liabilities 


To subsidise primary heaith care services rendered 
by the municipaiity on behaif of the province 

1 4.3 Municipal Support Program 

Baiance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Transfers 

Unspent amount transferred to liabilities 

The grant was used for various restructuring 
initiatives. 

14.4 Finance Management Grant 

Baiance unspent at beginning of year 

Current year receipts 
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32 211 361 


25 312 575 


0 

0 1,720,000 

0 (1,720,000) 

0 


0 

- 


139,548 

- 

( 139 548) 

- 

- 


( 50 325) 

(19,702) 

750 000 

500 000 



Conditions met - transferred to revenue 

Unspent amount transferred to liabilities / 
(Debtors) 

Transfer to Debtors 


This grant was used to promote and support reforms 
to municipai financiai management and the 
impiementation of the MFMA, 2003. The conditions 
of the grant were met. No funds have been withheid. 

14.5 Clean Campaign 

Baiance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Transfers 

Unspent amount transferred to liabilities 


14.6 Library IT 

Baiance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Unspent amount transferred to liabilities 


The grant was used on IT expenditure in Library. 
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( 678 265) 


( 530 623) 


21 410 

(50,325) 

74,964 

582,870 

(74,964) 

(207,906) 

0 

(300,000) 

0 

74,964 

12 607 

126,961 

0 

(114 354) 


12 607 


12,607 



14.7 Municipal Systems Improvement Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Transfers 

Unspent amount transferred to liabilities 

The purpose of the grant is for institutional systems. 
The grant was unutilised. 

1 4.8 Provision of Water Services 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Transfers 

Unspent amount transferred to liabilities 

This grant was utilised in the provision of Water 
Services. 

1 4.9 Municipal Infrastructure Grant (MIG) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


0 

1,300,000 

(632,823) 


667,178 


17 995 

(17,995) 
0 

0 


3 735 889 
23 403 000 
(14 967 197) 


784,876 

735,000 

(1,004,354) 

(515,523) 


1,128,546 

(964,124) 

(146,427) 

17,995 


4,500,541 
10 198 000 
(11 551 356) 
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Transfers 

Unspent amount transferred to liabilities 


0 


588 705 


14.10 


14.11 


12 171 692 3,735,889 


This grant was used to construct municipal 
infrastructure to provide basic services for the benefit 
of poor households. The conditions of the grant were 
met and no funds have been withheld. 



Electricity NEP 

Balance unspent at beginning of year 

100,000 


Current year receipts 

2,160,000 

100,000 

Conditions met - transferred to revenue 

(2,663,965) 

_ 

Amount transferred to (debtors) / liabilities 

(403,965) 

100,000 

The grant was not utilised as at year end. 



Refurbishment of Boreholes 

Balance unspent at beginning of year 

66 



822 

- 

Current year receipts 

Conditions met - transferred to revenue 

- 

7 000 000 


(66,822) 

(6 557 091) 

Transfers 

0 

( 376 087) 

Unspent amount transferred to liabilities 

0 

66,822 


The grant was utilised to subsidise water schemes 
transferred by DWAF. 
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14.12 Drought Relief 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Unspent amount transferred to liabilities 

The grant was utilised to in Doughty Relief Projects. 


0 


231,382 


89,778 

(467,587) 

146,427 


14.13 Pipeline for Sludge 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Transfers 

Unspent amount transferred to liabilities 


This is for the construction of a pipeline to handle 
Sludge 

14.14 GAMAP/GRAP Conversion 

Balance unspent at beginning of year 


376,087 

(376,087) 


376,087 


376,087 


700,000 
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Current year receipts 

Conditions met - transferred to revenue 

Transfers 

Unspent amount transferred to liabilities 


(421 ,300) 


700,000 


278,700 700,000 


This grant is to assist the municipaiity in converting 
the financiai reporting to compiy to the 
GAMAP/GRAP Accounting Standards 

14.15 District Municipaiity 

Baiance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Transfers 

Amount transferred to accumulated surplus 

This was the purchase of a Vending Machine to be 
financed by the district councii of which confirmation 
couid not be received of future payment. 


(698,207) (698,207) 


( 698 , 207 ) ( 698 , 207 ) 


14.16 Removai of siudge 

Baiance unspent at beginning of year 
Current year receipts 

Conditions met - transferred to revenue 


2,600,000 

(1,426,000) 
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Transfers 

Unspent amount transferred to liabilities 

1,174,000 


This grant is to assist the municipaiity in converting 
the financiai reporting to compiy to the 
GAMAP/GRAP Accounting Standards 


GOVERNMENT CONTRIBUTIONS, DONATED & 

CONTRIBUTED PROPERTY, PLANT & 

15 EOUIPMENT 

Donation of vehicies, equipment and capitai projects 
by Nkangaia District Municipaiity and Provinciai 

Government (COGTA). 26 170 567 

(Fair Vaiue as indicated by Provinciai Government) 

26 170 567 


16 INVESTMENT REVENUE 

EXTERNAL INVESTMENTS 


Externai investments 


968 279 


968 279 
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1 722 497 


1,722,497 



17 


EMPLOYEE RELATED COSTS 


Salaries & Wages 
Accumulated leave pay 
Overtime 

Group life insurance 
Housing allowance 
Medical aid 
Pension 

Industrial council levy 
Travel allowance 
Telephone allowance 
Unemployment insurance fund 
Worksman Compensation 
Skills development levy 
Bonus 

Standby allowance 

Post retirement medical benefits 


30,406,889 

25,383,332 

2,189,886 

703,513 

2,550,168 

2,230,497 

389,010 

342,994 

352,282 

152,603 

1,492,112 

1,650,042 

5,005,426 

4,458,714 

13,047 

12,196 

2,000,552 

1,576,211 

0 

52,029 

250,890 

235,994 

364,835 

297,580 

387,794 

340,891 

2,056,052 

969,557 

408,533 

352,277 

2,795,000 

16,622,000 


50 662 476 55,380,430 


There were no advances paid to employees. 

Municipal Manager 

NGUBENI SP 

Salary 

255 671 

691 691 

Travelling Allowance 

70 000 

- 

Cellphone Allowance 

- 

2 859 

Acting Allowance 

- 

- 

Leave Payment 

- 

- 

Performance bonus 

96 837 

- 


422 508 
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NgubenI SP resigned 1 December 2009. 

Weber SJ (CFO) appointed as acting municipal 
manager with effect from 2 December 2009. 

Chief Financial Officer 

WEBER SJ 


694,550 

Salary 

616215 

544 868 

Travelling Allowance 

144 000 

59 276 

Cellphone Allowance 

- 

2 505 

Acting Allowance 

27 175 

8 672 

Leave Payment 

- 

- 

Performance bonus (Sec. 57 - 2007/08) 

42 084 

- 

Performance bonus (Sec. 57) 

51 943 

- 

Director: Corporate Services 

NGOBENI SG (Appointed 1 August 2009) 

881 418 

615,321 

Salary 

535 056 

- 

Travelling Allowance 

137 500 

- 

Cellphone Allowance 

- 

- 

Acting Allowance 

- 

91 811 

Leave Payment 

- 

- 


672 556 91,811 


Director: Operational Services 

MAHLABE OSC 

Salary 618 886 543 302 
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Travelling Allowance 

144 000 

57 888 

Cellphone Allowance 

- 

3 923 

Acting Allowance 

- 

4 679 

Leave Payment 

11 187 

27 770 

Performance bonus (Sec. 57 - 2007/08) 

36 072 

- 

Performance bonus (Sec. 57) 

45 450 

- 


855 594 637,562 


Director: Community Services 

MDLULI TE 

Salary 613 524 299 444 

Travelling Allowance 144 000 

Cellphone Allowance 

Acting Allowance 2 062 78 775 

Leave Payment 


759 586 378,219 


REMUNERATiON OF COUNCiLLORS 


Executive Mayor 

572 108 

534 683 

- Basic salary 

363 738 


338 283 

- Pension fund contributions 

52 518 


50 742 

- Medical fund contributions 

- 


- 

- Travel allowances 

138 752 


129 674 

- Cell phone allowances 

17 100 


15 984 

Speaker 

461 105 

430 942 

- Basic salary 

275 963 


255 599 

- Pension fund contributions 

39 761 


38 340 


e Annual Report: 2009/2010 Financial Year 





19 


- Medical fund contributions 

- Travel allowances 

- Cell phone allowances 
Mayoral Committee members 

- Basic salary 

- Pension fund contributions 

- Medical fund contributions 

- Travel allowances 

- Cell phone allowances 
Councillors 

- Basic salary 

- Pension fund contributions 

- Medical fund contributions 

- Travel allowances 

- Cell phone allowances 

Ward Committee members (8 Wards - 80 members) 


The Executive Mayor, Speaker and Mayoral Committee Members are full time. Each is 
provided with an office and secretarial support at the cost of Council. 

The Executive Mayor has use of a Council owned vehicle. 


17 280 


17 280 

111 001 


1 03 739 

17 100 


15 984 


866 710 810 014 


1 900 568 1 821 380 


4 701 681 3 597 019 


1 053 

084 

157 

962 

72 

720 

427 

922 

109 

692 


1 105 

576 

158 

844 

75 

290 

446 

441 

114 

418 


901 190 


530 

579 

76 

523 

17 

280 

208 

128 

34 

200 


492 

397 

73 

859 

17 

280 

194 

510 

31 

968 


FINANCE COST 


External loans and leases 


2 478 449 3 21 0 022 


2 478 449 3 , 210,022 
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BULK PURCHASES 


Electricity 

Water 


31 441 629 23 985 714 

5 387 035 5 428 1 49 


21 


22 


36 828 664 29 , 413,863 


Bulk Purchases are the cost of commodities not generated by the municipality, which the 
municipality distributes in the municipal area for resale to the consumers. Electricity is 
purchased from Escom whilst Water is purchased from Rand Water. 

CONTRACTED SERVICES 



Insurance 

Security costs 

788 743 

1,660,776 

Property valuations 

1 1 88 472 

1,087,226 


694 448 

290,552 

Professional fees 

657 925 

- 

These costs in respect of 2008/09 were included 
under general expenditure. See note 22. 

GRANTS AND SUBSIDIES PAID 

3 329 588 

3 038 554 

Free basic services 

Pauper burials 

2 697 731 

1,798,623 


13 155 

3,350 
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2 710 887 1 801 973 

Grants and subsidies paid in respect of 2008/09 was 
inciuded under generai expenditure. Note 22. 

23 GENERAL EXPENSES 


Inciuded in generai expenses is the foiiowing:- 


Chemicals 

2,302,459 

1,000,486 

Computer Expenses 

1,059,845 

1,067,109 

Grant Expenses 

12,712,881 

8,617,048 

Insurance 

1,540,551 

548,034 

Printing and Stationery 

237,755 

397,404 

Security Costs 

- 

- 

Telephone 

1,089,034 

960,097 

Training 

321 ,434 

553,061 

Vehicle Costs 

2,151,045 

4,793,918 

Other 

13,794,815 

7,893,835 

TOTAL GENERAL EXPENSES 

35 209 819 

25 830 991 


Vehicie cost in respect of repair and maintenance is 
inciuded as Repair and Maintenance and not generai 
expenses. 
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24 CHANGE IN ACCOUNTING POLICY - IMPLEMENTATION OF GRAP 

The following adjustments were made to amounts 
previously reported in the annual financial statements 
of the Municipality arising from the implementation of 
GRAP: - 

24. 1 Statutory Funds 

Balance previously reported: - 


Capital Development Fund 14,052,802 

Loan Redemption Fund 1 1 ,447,447 

Endowment Fund 102,670 

Land Trust Fund 3,451,040 

Insurance Fund 490,954 

Total 29,544,913 

Implementation of GRAP 

Transferred to Accumulated Surplus (see 23.9 below) 29,544,913 

Total 29,544,913 

24.2 Loans Redeemed and Other Capital Receipts 
Balance previously reported 
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Implementation of GRAP 


Transferred to Accumulated Surplus (see 23.9 below) 

Total 

24.3 Provisions 

Balance previously reported 

Audit fee provision 

Staff leave provision 

Total 

Implementation of GRAP 

Transferred to Accumulated Surplus (see 23.9 below) 
Transferred to accruals (see 23.8 below) 


24.4 Reserves 

Balance previously reported 


Implementation of GRAP 

Transferred to Accumulated Surplus/(Deflclt) (see 23.9 below) 

Total 
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63 , 261,905 


63,261,905 

63 , 261,905 

158,025 

2,049,154 

2,207,179 

158,025 

2,049,154 

2,207,179 

3,685,677 


3,685,677 



24.5 Trade and other payables 


Balance previously reported 
Implementation of GRAP 

Transferred from provisions 

Total 

24.6 Property, plant and equipment 

Balance previously reported 
Implementation of GRAP 

Finance ieases capitaiised 

24.7 Township Suspense 

Balance previously reported 
Implementation of GRAP 

Transferred to Accumuiated Surpius/(Deficit) (see 24.9 beiow) 

Total 
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3 , 685,677 


14,819,518 

2,049,154 

16 , 868,672 

88,137,041 

404,534 

88 , 541,575 

921,628 

(921,628) 


( 921 , 628 ) 



24.8 Accumulated Depreciation 
Balance previously reported 
Implementation of GRAP 

Backlog depreciation: Land and buiidings 2,739 

Backiog depreciation: Infrastructure 26,677,040 

Backlog depreciation: Community 2,571 ,001 

Backlog depreciation: Other 1 0,687,01 5 

Backlog depreciation: Housing Development 

Fund 400,103 

Total (debited to Accumulated 

Surplus/(Deficit) (see 24.9 below) 40,337,898 

24.9 Accumulated Surplus/(Deficit) 

Implementation of GRAP 

Transferred from statutory funds (see 24.1 

above) 29,544,913 

Transferred from Loans Redeemed and Other Capital Receipts (see 24.2 above) 63,261 ,905 

Non-current provisions previously not recognised (see 24.3 above) 1 58,025 

Transferred from reserves (see 24.4 above) 3,685,677 

Transferred from township suspense 921 ,628 

Backlog depreciation (see 24.7 above) (40,337,898) 
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Total 


25 CORRECTION OF ERROR - PREVIOUS YEARS 


The following adjustments were made to amounts 
previously reported in the annual financial statements 
of the Municipality arising from the overstating of 
revenue from pre-paid electricity sales due to the 
incorrect allocation of VAT: - 

Accumulated Surplus 

Balance previous reported - 1 July 2008 

Correction of error - Revenue overstated 
Balance restated - 1 July 2008 

Balance previous reported - 1 July 2009 
Restated balance 

Correction of error - Revenue overstated 
Balance restated - 1 July 2009 


Trade and other payables 

Balance previous reported - 1 July 2008 
Correction of error - Revenue overstated 
Balance restated - 1 July 2008 
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57,234,250 


78,246,016 

(540,634) 

77,705,382 

94,241,527 

93,700,894 

(882,751) 

92,818,143 


1 1 ,544,770 
540,634 
12,085,404 



Balance previous reported - 1 July 2009 
Correction of error - Revenue overstated 
Balance restated - 1 July 2009 


12,394,734 

882,751 


26 


13,277,485 


CASH GENERATED FROM/(UTILISED IN) 
OPERATIONS 


Net surplus for the year 

Adjustment for: 

2 595 225 

15 564 512 

Correction of prior year error 


431,000 

Depreciation charges 

7 469 042 

6 127 733 

Contributions to provisions 

2 915 000 

16 622 000 

Contributions to bad debt 

(39 366 382) 

4 275 719 

Interest received 

( 968 279) 

(1 722 497) 

Interest paid 

2 478 449 

3 21 0 022 

Loss/(gain) on disposal 

403 967 

211 190 

Non-operating expenditure 

(1 775 603) 


Operating surplus before working capital 
changes 

(26 248 582) 

44 719 679 

Increase in inventories 

393 322 

( 501 947) 

Decrease/(increase) in other receivables 

( 77 542) 

2 373 958 

(lncrease)/decrease in township suspense 

- 

(25 210) 

Decrease/(lncrease) in consumer debtors 

17 367 468 

(28 830 609) 

lncrease/(decrease) in conditional grants 

9 241 224 

(2 567 653) 

Increase in trade payables 

15 346 091 

259 737 

Increase in other financial liabilities 

6 386 953 

1 934 769 

Net cash from operating activities 

22 408 934 

17,787,836 
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27 


ADDITIONAL DISCLOSURES IN TERMS OF SECTION 125 OF MUNICIPAL FINANCE 
MANAGEMENT ACT, 2003 

27.1 Contribution to SALGA 


Amount paid current year 278 550 246 008 


Balance unpaid (included in creditors) 

278 550 

246,008 

27.2 Audit Fees 



Amount paid current year 

1 550 652 

564 864 

Balance unpaid (included in creditors) 

1 550 652 

564,864 

27.3 VAT 



VAT Payabie 

( 633 618) 

(6 655 921) 


VAT is payabie on the cash basis. VAT input receivabies and VAT output receivabie are 
shown in notes 4 and 8. Aii VAT returns have been submitted by the due date throughout the 
year. 

No interest is payabie to SARS if the VAT is paid over timeousiy, but interest for iate 
payments is charged according to SARS poiicies. The municipaiity has financiai risk 
procedures in piace to ensure that payments are affected before the due date. 

27.4 Pay as You Earn (PAYE) 

Current payroii deductions 5 117 803 3 870 508 

Amount paid current year (5 117 803) (3 870 508) 

Balance unpaid 


27.5 Unemployment Insurance Fund (UIF) 
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Current payroll deductions 
Amount paid current year 

Balance unpaid 


585 661 
( 585 661) 


530 956 
( 530 956) 


28 


29 


30 
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27.6 Medical Aid 

Current payroll deductions 

2 812 174 

2 355 581 

Amount paid current year 

(2 812 174) 

(2 355 581) 

Balance unpaid 

- 

- 

27.7 Pension Fund 

Current payroll deductions 

7 986 600 

6 690 684 

Amount paid current year 

(7 986 600) 

(6 690 684) 

Balance unpaid 

- 

- 


CONTINGENT LIABILITIES 

Certain residents have brought a damages claim against the Municipality for an outbreak of typhoid. An amount of R4, 482, 801 -52 
(2009: R4, 482, 801 .52) Is claimed from the Municipality. Council Is defending the matter. 

CONTINGENT ASSETS 

There are no contingent assets 


DISTRIBUTION LOSSES 

Electricity 

Purchased 90,243,998 

Sold 75,671,210 

Units lossed In distribution 
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% Distribution iosses 


31 


14,572,788 

16 . 1 % 


Water 

Purchased and pumped 
Sold 

Units lossed in distribution 

% Distribution iosses 


4,952,946 

3,964,185 

988,761 

20 . 0 % 


SUPPLY CHAIN MANAGEMENT 


The following deviations from the supply chain management regulations/policy in terms of Section 36 of the Local Government: 
Finance Management Act, no 56 of 2003 are herewith disclosed (Reported to Council resolution A09/05/2010): 

Urgent supply of water to areas effected with water shortages. Urgent/emergency appointment 
in terms of council resolution A16/1 1/2008 . Services rendered by Mogabe C Construction. 

Appointment was formalised during February 201 0 when the formal supply chain process was 

followed. A different service provider was appointed based on the recommendation from the 

Bid Adjudication Committee. R 922,944 

In respect of "strip and quote" for the urgent repair of vehicles and water/sewer pumps a 
deviation from the requirement in respect of the number of quotations to be obtained was 
allowed due to the urgency of the repair work. All these appointments were done through a 
formal supply chain process of rotation and approval. None of these appointments exceeded 
the tender amount of R200,000. 
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APPENDIX B 

ACTUAL OPERATING VERSUS BUDGET FOR THE YEAR ENDED 30 JUNE 2010 



2010 

2010 

2010 

2010 

Explanations of significant variances greater 


Actual 

Budget 

Variance 

Variance 

than 10% versus budget 


R 

R 

R 

% 


REVENUE 






Property rates 

22 974 088 

25 455 858 

(2 481 770) 

-9.7% 

The determination of "Income foregone" to be 

Service charges 

89 140 879 

85 139 148 

4 001 731 

4.7% 

adjusted with the regulation on ratio between PBO 
and agricultural land implemented. 

Rental of facilities and equipment 

1 445 348 

1 125 946 

319 402 

28.4% 

Increase in the occupation rate of facilities. 

Interest earned - external investments 

968 279 

1 345 829 

( 377 550) 

-28.1% 

Interest on the current account less than 

Interest earned - outstanding debtors 

21 891 031 

20 824 008 

1 067 023 

5.1% 

estimated due to a poorer payment rate for 
municipal services. 

Fines 

230 998 

440 035 

( 209 037) 

-47.5% 


Licensing & permits 

1 1 06 786 

818 764 

288 022 

35.2% 

Increase in license fees more than what was 

Revenue for agency services 

403 1 73 

3 167 671 

(2 764 498) 

-87.3% 

estimated at time of budget compilation. Increase 
in number of transactions due to testing of people 
outside the municipal borders (Gauteng). 

Government grants & subsidies - operating 

53 536 777 

33 645 000 

19 891 777 

59.1% 

Transfer of grants on which conditions were met. 

Public contributions, donated and 
contributed property, plant and equipment 

26 170 567 

0 

26 170 567 

100.0% 

Contribution of PPE from NDM. 

Other revenue 

6 675 897 

2 813 573 

3 862 324 

137.3% 


Total Revenue 

224 543 823 

174 775 832 

49 767 991 

28.5% 


EXPENDITURE 
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Employee related costs 

50 662 476 

47 361 211 

3 301 265 

7.0% 

Actual exceeds the budget due to the fact that no 
provision was made towards the increase in the 
provision for post retirement benefits to the 
amount of R 2,795,000 as well as the 
accumulated leave to the amount of R 2,189,886. 
Both these expenses were in respect of the 
increase in provisions and not a direct cash 
outflow. 

Remuneration of councilors 

4 701 681 

4 659 508 

42 173 

0.9% 

Shortfall to be funded from operating savings. Due 
to payment of ward committee members as 
approved in terms of council's resolution. 

Bad debts 

64 329 479 

27 377 917 

36 951 562 

135.0% 

As required in terms of GRAB the outstanding 
debtors were adjusted to fair value resulting to an 
material increase in the provision for bad debts as 
per note 7. 

Collection costs 

247 919 

360 000 

( 112 081) 

-31.1% 

In process of reviewal of policy. Outdated policy 
resulted in under spending. 

Depreciation 

7 469 042 

3 339 688 

4 129 354 

123.6% 

Insufficient provision as per the implementation of 
GRAB 17. 

Repairs & maintenance 

13 587 900 

12 504 712 

1 083 188 

8.7% 

Unforeseen urgent and emergency repair and 
maintenance as required by council resolution in 
respect of water and sewer services. To be 
financed from operating savings. 

Finance costs 

2 478 449 

3 1 00 543 

( 622 094) 

-20.1% 

External loan budgeted for not materialized due to 
insufficient cash flow to finance costs related to 
the external loan (Interest). Bayment rate of 
outstanding debtors lower than estimated. 

Bulk purchases 

36 828 664 

38 243 000 

(1 414 336) 

-3.7% 


Contracted services 

3 329 588 

3 756 344 

( 426 756) 

-1 1 .4% 

Cost for insurance services for vehicles was 
included under general expenditure as per note 22 
since these costs can not be excluded within the 
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financial system. Upgrading to be done during 
2010/2011. 

Grants and subsidies paid 

2 710 887 

28 490 

2 682 397 

9415.2% 

Provision for free basic services and subsidised 

services was made in the tariff structure and not 
by means of an expenditure vote as "income 
foregone". Hence an over expenditure was 
incurred. (Also refer to the income vote above of 
which the budget was materially smaller that the 
actual income levied.) 

General expenses 

35 209 819 

33 993 932 

1 215 887 

3.6% 


Total Expenditure 

221 555 904 

174 725 345 

46 830 559 

26.8% 


GAINS AND LOSSES 






Gain/(loss)on sale of assets 

-403,967 


( 403 967) 



Gians and Losses 

( 403 967) 











NET SURPLUS/(DEFICIT) FOR THE YEAR 

2 583 953 

50 487 

2 533 466 
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APPENDIX A 

SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2010 


External Loans 

Loan 

Redeemable 

Balance at 

Interest paid 

Received 

Redeemed or 

Balance at 


No. 


30 June 2009 

during the 

during the 

written off 

30 June 2010 





period 

period 

during the 








period 





R 

R 

R 

R 

R 

LONG TERM 

LOANS 

Stock Loan @ 

15.46% 

17 

31-12-09 

800,000.00 

62,348 

- 

800,000 

- 

Stock Loan @ 

15.46% 

18 

31-12-09 

470,000.00 

36,630 

- 

470,000 

- 

Stock Loan @ 

15.46% 

21 

31-12-09 

320,000.00 

24,939 

- 

320,000 

- 

Stock Loan @ 

14.18% 

22 

30-06-11 

750,000.00 

106,350 

- 

- 

750 000 

Stock Loan @ 

14.18% 

24 

30-06-1 1 

1,000,000.00 

141,800 

- 

- 

1 000 000 

Stock Loan @ 

14.18% 

27 

30-06-1 1 

4,219,880.00 

598,379 

- 

- 

4 219 880 

Stock Loan @ 

14.18% 

30 

30-06-1 1 

641 ,446.00 

90,957 

- 

- 

641 446 

Stock Loan @ 

14.18% 

31 

30-06-11 

167,955.00 

23,816 

- 

- 

167 955 

Stock Loan @ 

14.18% 

34 

30-06-1 1 

790,292.00 

112,063 

- 

- 

790 292 




9 159 573 

1 197 282 

- 
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1,590,000.00 7,569,573 


ANNUITY LOAN 

Dbsa 

31-03-11 

1 035 322 

77 361 


591 612 

443 71 0 

Absa @ 12.49% 

28-02-14 

1 237 495 

142 870 

- 

209 240 

1 028 255 

Absa @ 12.49% 

31-03-14 

1 253 921 

145 922 

- 

200 766 

1 053 155 

Absa @ 12.49% 

31-07-14 

1 328 680 

152 311 

- 

223 631 

1 105 049 

Dbsa @ 17.75% 

30-06-10 

48 795 

6 546 

- 

48 795 

- 

Dbsa @ 16.67% 

31-12-12 

95 707 

15 076 

- 

22 157 

73 550 

Absa @ prime less 2.50% 

29-02-16 

5 571 945 

416 265 

- 

677 178 

4 894 767 

Absa @ prime less 2.50% 

31-01-15 

3 228 045 

243 943 

- 

484 913 

2 743 132 



13,799,910 

1,200,294 


2,458,292 

11,341,618 

LEASES 







Finance Lease 


1,159 

80,872 

540,711 

151,885 

389,985 



1,159 

80,872 

540,711 

151,885 

389,985 

Total External Loans 


22,960,642 

2,478,448 

540,711 

4,200,177 

19,301,176 
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CHARPTER 




FUNCTIONAL 
AREA OF SERVICE 
DELIVERY 




Directorate: Municipal Manager’s office 


Municipal manager’s directorate is composed of different sections, the Internal Audit, 
Integrated Development Planning, Transversal Coordination, Communication, Youth 
Development and Local Economic Development. The core functions and scope of work for 
each section is defined in articles below. In terms of personnel the office has employed nine 
officials. 


Section 

Number of 
people 

Gender 

Race 

Youth Development 

1 

Male 

Black 

Communication 

1 

Male 

Black 

IDP 

1 

Male 

Black 

Transversal Coordination 

1 

Woman 

Black 

Internal Audit 

2 

Women 

Black 

Local Economic 
Development 

1 

Male 

Black 


Source: Organogram 

• IN INTERNAL AUDIT SECTION 

The section is responsible for monitoring and evaluating the quality of internal control 
systems and performance management practices in the municipality, 'v'ictor Khonye Local 
Municipality utilize the shared services of Nkangala District Audit Committee. This Audit 
Committee is mandated to oversee internal control and risk management practices, review 
financial reporting practices, checking the functionality of performance management system 
and reviewing the quarterly performance reports. 

• TRANSVERSAL AFFAIRS 

The function of this section is to advocate for the interest of the aged, disabled, women and 
children. In most coses people living with disability ore often subjected to the assumption that 
they are not capable of anything, that results in high rote of unemployment for people living 
with disability and considered a charity cose. Some families go to on extent of imprisoning them 
in their home. Gender inequality is one of the negative inheritances resulting from previous 
government. According to 2008/2009 I DP strategic objectives includes: 

To ensure that oil woman ore treated equally with their mole counterparts. 

To promote o society that takes core of the needs of the vulnerable and destitute. 
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YOUTH DEVELOPMENT SECTION 


The young people within Delmos ore faced with different challenges among other perpetuating 
issues are drugs, high rate of HIV/AIDS and unemployment. Youth were highly marginalized by 
apartheid government which hampered their involvement into economic, political and 
environmental issues. The strategic intervention mechanisms put in place to deal with the issues 
are outlined as follows; 

To develop programmes aimed at building skills and technical capacity among young 
people within local government. 

To integrate issues of youth development into the mainstream of social development. 


To integrate youth development programs within government sectoral department. 

• LOCAL ECONOMIC DEVELOPMENT SECTION 

This is a core section of the municipality entrusted with the task of initiating strategic interventions 
that have been put in place and implemented in a bid to: 

Promote investment. 

Support SMME’s and Corporatives development. 

Develop LED strategies and plans. 

• COMMUNICATION UNIT 

Communication at Victor Khanye Local Municipality is a strategic and planned process aimed 
at ensuring effective dialogue between the municipality and the community. Strategising for 
communication needs to be a frequent and ongoing exercise in Victor Khanye Local 
Municipality. This places a particular onus on Victor Khanye Local Municipality to fulfil a wide 
range of communication functions, such as’ 

media liaison; 
marketing; 

advertising and branding; 

and direct and intensive unmediated communication. 

• INTEGRATED DEVELOPMENT PROGRAMME / PERFORMANCE MANAGEMENT SYSTEM 

The office is primarily responsible for driving the Integrated Development Planning (IDP) process, 
which in essence entails the strategic planning for the municipality’s development agenda in 
accordance with its powers and functions. For the implementation of the IDP, the office 
facilitates the development, monitoring and reporting of a Service Delivery and Budget 
Implementation Plan. An important function related to IDP process is the consultation and 
communication process with the community, sectors and other stakeholders. Performance 
Management System is also aligned to the office. This function entails the development and 
upholding of a performance management system in accordance with a policy framework. The 
IDP/PMS manager is specifically responsible for strategic or organisational level performance 
management. 
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Directorate: FINANCE 


Budget and treasurer directorate is divided into four sections revenue, supply chain 
management section, expenditure and financial administration. 

• REVENUE SECTION 

Payment of municipal accounts remains one of the major challenge in Victor Khanye Local 
municipality, it’s unfortunate that the rate of payment is reduced from 66% in the last financial 
year to 58% ,this undesirable situation lead the municipality to take a loan amounting to 14 
million rand to execute capital projects. It also contributes badly to budget and result in low 
rate of service delivery which is the core mandate of the municipality. There is high rate of 
people who are registered within the indigent database due high rate unemployment. Strategic 
objectives that have been put in place are as follows: 

To improve the payment of rates and taxes and services charges. 

To increase the staff efficiency and effectiveness. 

To enhance an advantage to collect from the consumers in Botleng extension three and 
extension five. 

• SUPPLY CHAIN MANAGEMENT UNIT 

Supply chain management policy was established in terms of Local Government Management 
Act (no 56 of 2003) .The policy is not centralized, a challenge is that officials don’t known how this 
policy works and the other challenge is that due to shortage of staff as a result of monetary 
constrains. Emerging service providers don’t have knowledge regarding issues which can give 
them an edge on their business. The strategic objectives to resolve the challenges outlined 

To establish the supply chain man agent unit, centralized of supply management 
function. 

To equip supply chain management officials in order to perform all function of SCM. 

• EXPENDITURE AND FINANCIAL ADMINISTRATION 

The effective management cash as well as cash flow to ensure that the municipality fulfil 
timeously its obligations towards service providers, personnel and other financial 
commitments is vital for both short term and long term survival of the municipality. Basic 
economic principles as well as the good and sound business practices are taken into 
consideration in the implementation of business practices and capital projects. 

Directorate: CORPORATE SERVICE 


This Directorate plays a pivotal role in municipal governance and is responsible for the following 
functions: 

General Administration 
Human Resources 
Estate Administration 
Property Administration 
Legal Administration 
Archives 
Support Services 

• GENERAL ADMINISTRATION 
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The tasks involved in the execution of this function includes amongst other procurement and 
dissemination of information, messenger services, safe custody of documents and registers of 
Council, typing, injury on duty administration. 

• HUMAN RESOURCES 

Personnel administration includes not only the ensuring that o proper duly comprehensive 
electronic os well os hard copy staff record system is in place and duly maintained but also the 
recruitment process, leave administration, disciplinary and grievance procedures, occupational 
and health, injury on duty, skills development, employment equity, labour relations os well os the 
drafting of items, compilation and distribution of agendas, keeping of minutes of the 
proceedings and the finalization of resolutions in respect of the Local Labour Forum Meetings. 

• SECRETARIAT OF MEETINGS 

This function involves the drafting of items, compilation and distribution of agendas, keeping of 
minutes of the proceedings and the finalization of resolutions in respect of Council, Mayoral 
Committee, Sub and or Portfolio Committee Meetings. 

• ESTATE ADMINISTRATION 

The control over os well os cleaning of all of the municipal buildings/ offices, community halls 
and libraries ore performed by this directorate. The rental of the various community halls and or 
equipment related thereto (chairs, tables, cutlery and table cloths) are also managed by this 
directorate. The security service which is outsourced is also managed by this directorate. 

• PROPERTY ADMINISTRATION 

The alienation (sole, purchasing, leasing and rental) of the fixed properties of Council are dealt 
with. 


• LEGAL ADMINISTRATION 

The functions in this regard includes amongst other: 

The drafting, verifying, scrutinising, proper record keeping of legal documents, 
agreements to be entered into by the council. 

The scrutinising of Government and Provincial Gazettes with the purpose to keep 
abreast with new and or amendments to legislation that is applicable to the local 
government sphere. 

The drafting, obtaining of approval and promulgation (bylaws) and maintenance, of 
Council’s policy documents and bylaws. 

The maintenance of on electronic legal library. 

Legal opinion and advice 

• ARCHIVES 

All documents of this council ore kept in the section referred to os Records. This section is not 
only responsible for the safe keeping of records but also receive, sort, electronically registers all 
incoming documents addressed to council otter which it is referred to the relevant directorate 
for finalization and or comments. The original documents ore filed os hard copy in the filling 
system kept in the section. This section is also responsible for reprography. 
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SUPPORT SERVICES 


This directorate is responsibie to furnish the necessary equipment to the various directorates the 
rendering of the foiiowing support services: 

Postai 

Teiephone 

■a* Reprography (Photocopiers) 

■a Fax faciiities 


Directorate: COMMUNiTY SERViCES 


• ENVIRONMENTAL HEALTH 


This directorate is responsibie for ensuring that the environment is conducive to a heaithy iiving of 
the community. Amongst others, the foiiowing are the tasks executed: 

a* Pest controi 

a- Cieaning of vacant stands 

a- Protection of water resources (wetiands) 

a- Chemicai safety 

a- Managing of iiiegai spots 

a- inspection of funerai pariours 

a- inspection of creches 

a- Monitoring of waste water (sewerage effiuent) 
a- Refuse removai 
a- Street sweeping 

a- Speciai removai (inciude medicai waste) 
a- Managing iandfiii site 
mass container service 
a- issue certificate of acceptabiiity 
a- Shop inspections 

a- Heaith education to hawkers, shops and miik shops 
a- Taking miik, food and water sampies 

• TRAFFIC DEPARTMENT 

The mission of the Traffic section is to render an effective and high quaiity service through a 
process of consuitation and transparency in aii facets of the traffic services and in rendering a 
service to the community of the Deimas Locai Municipai are and its visitors by ensuring the free 
fiow of traffic and safe environment. The foiiowing are the tasks executed: 

a- Speed checking 

a- Road biocks 

a- Road safety education 

a- Traffic signai observation (traffic iights) 

a- Funerai escorts 

a- Arrive Aiive campaign 

a- Schoiar patrois 
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>»■ Road marking 

»■ Testing of iearners and drivers iicences 
issuing of iearners and drivers iicences 
issuing of vehicie iicences 
issuing of speciai and temporary permits 
Scraping of vehicies (deregistration) 

Ordering of card-type drivers iicences 
Registration of aii vehicies 

• FIRE DEPARTMENT/ DISASTER MANAGEMENT: 

Deimas is frequentiy affected by some hazards such as fire, vehicie accidents, technoiogicai 
and environmentai threats, naturai phenomena, service disruption and crime. Deimas Locai 
Municipaiity has a Disaster Management Rian that is reviewed by-annuaiiy. Pertaining to Disaster 
Management, the fire services section is taking steps to ensure that the municipaiity wiii be 
prepared shouid a disaster occur. The foiiowing are the tasks executed: 


Risk and vuinerabiiity assessments 
Disaster pianning and coordination 
Fire suppression 
Fire safety 

Emergency response 
Fiumanitarian services 
Pubiic education 

Maintaining a functionai controi room (emergency support centre) 

• SECURITY: 

Access controi 
Guards (outsourced) 

Armed response (outsourced) 

Aiarms (passive protection) 

Camera surveiiiance 

• LIBRARY SERVICES: 

The main aim of this section is to render an effective and efficient iibrary service to the 
community of Deimas. in order for the municipaiity to reach that goai we provide an information 
and recreationai service to aduits, iearners and students. The foiiowing are the services which 
can be accessed at the iibrary: 

issuing and controiiing the return of books 

Reference enquiries 

Research (reference and internet) 

Photocopy and fax 
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Directorate: Technical Services 


This Department is responsible for providing essential civil engineering services consisting of 
water, sewerage, waste management, waste water treatment, roads, storm water and related 
support services. 

The department has the following six operational sections: 

Management and Support including Administration, Design and Planning, Management 
Information, Environmental Management and Contract Administration; 

Building Maintenance to municipal facilities; 

Roads, Storm Water and Traffic Engineering; 

Water and Sewerage services; and 

Sewerage Management including Sewerage water treatment works and cleansing 
services. 

• BUILDING MAINTANACE 

The main function of this section is to render a technical support service regarding maintenance, 
extensions and additions to municipal buildings and new building projects. The section also 
performs small building construction work and maintenance to municipal buildings and housing 
rental units. 

The mission of this section is to maintain and develop the physical aspects of transport, roads 
and storm water systems required in Delmas, to a standard that is legally required, acceptable 
and affordable to the community. 

• ROADS AND STORM WATER 

This Section consists of the Roads, Storm Water and Traffic Engineering subsections, and is 
responsible for extending and maintaining roads, streets and sidewalks, extending and 
maintaining storm water networks and systems and traffic engineering functions to the 
community within the municipal area. 

• WATER RETICULATION 

The mission of the subsection is to meet basic community needs through the provision of 
affordable and sustainable water related facilities and services to all residents. 

The Water Reticulation Subsection is responsible for the extension and maintenance of bulk 
water supply pipelines and reservoirs, water supply pump-stations, reticulation pipeline networks 
including water connections and water meters as well as treatment of water supply from own 
sources. The section services all households, which are connected to the municipal water 
supply. 


• SEWERAGE RETICULATION 

The mission of the subsection is to meet basic community needs through the provision of 
affordable and sustainable sewer infrastructure and related facilities and services to all 
residents. 
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The Sewerage Reticulation Subsection is responsible for maintenance and extensions of 
sewerage pipelines and pump-stations, reticulation networks including sewerage connections, 
removal of blockages, sewerage tank removals os well os extension of basic services. The 
section services all households, which are connected to a municipal sewer system or equipped 
with a sewerage tank system. 

This Department is responsible for providing essential electro-technical engineering services to 
the community. Apart from the operating, maintenance, upgrading and extension of the 
electrical networks - 66Kv, 1 1 kV and low tension networks, the department is also responsible for 
maintenance to electrical components. 


CONCLUSION 


The Annual Report gives o comprehensive overview of the municipality’s service delivery and 
performance during the 2009/2010 Financial Year. It enables the municipality to give o picture to 
stakeholders of the activities executed within the said financial year and how funds were utilised. 
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